Arizona Administrative Register
Notices of Proposed Rulemaking

NOTICES OF PROPOSED RULEMAKING

Unless exempted by AR.S. § 41-1005, each agency shall begin the rulemaking process by 1st submitting to the Secretary of
State’s Office a Notice of Rulemaking Docket Opening followed by a Notice of Proposed Rulemaking that contains the pream-
ble and the full text of the rules. The Secretary of State’s Office publishes each Notice in the next available issue of the Register
according to the schedule of deadlines for Register publication. Due to time restraints, the Secretary of State’s Office will no
longer edit the text of proposed rules. We will continue to make numbering and labeling changes as necessary.

Under the Administrative Procedure Act (A.R.S. § 41-1001 et seq.), an agency must allow at least 30 days to elapse after the
publication of the Notice of Proposed Rulemaking in the Register before beginning any proceedings for adoption, amendment,
or repeal of any rule. AR.S. §§ 41-1013 and 41-1022.

NOTICE OF PROPOSED RULEMAKING

TITLE 4. PROFESSIONS AND OCCUPATIONS

CHAPTER 48. ARIZONA UNIFORM PLUMBING CODE COMMISSION

PREAMBLE
1. Section Affected Rulemaking Action
Article New Article
‘R4-48-101 New Section
R4-48-102 New Section

2. The_ statutery authority for the rulemaking, including both the authorizing statute {general) and the statutes the rules are

implementing (specific):
Authorizing Statute: AR.S. § 41-619

Implementing Statute: A R.S. § 41-619
3.  The name and address of, agency personnel with whom persons may communicate regarding the rulemaking:

Name: Michael Goldwater, Director

Address: Arizona Registrar of Contractors
800 West Washington, 6th Floor
Phoenix, Arizona 85007

Telephone: (602) 542-1525, Ext. 7105

Fax: (602) 542-1536

4, An explanation of the rule, including the agency’s reasons for initiating the rule;
The Arizona Uniform Plumbing Code Commission (commission) is adopting a state plumbing code by rule. The International
Association of Plumbing and Méchanical Officials” (LA.P.M.O.) 1994 Uniform Plumbing Code (U.P.C.), including its appendices
and installation standards, is incorporated by reference as the state plumbing code.

5. A shewing of goed cause why the rule is necessary to promaote a statewide interest if the rule will diminish a previous grant of

authority of a political subdivision of this state:
Not applicable.

6. The preliminary summary of the economic, small business, and consumer impact:
The new rule will provide uniform plumbing standards statewide, providing greater certainty for the regulated community. Small
businesses, consumers, and regulators will benefit from this certainty.

7. The name and address of agency personnel with whom persons may communicate regarding the accuracy of the economic,
small business, and consumer impact statement;

Name: Michael Goldwater, Director

Address: Arizona Registrar of Contractors
800 West Washington, 6th Floor
Phoenix, Arizona 85007

Telephone: (602) 542-1525, Ext. 7105
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9.

10. Incorporation by reference and their location in the rules:

11
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Fax: (602) 542-1536

The fime, place. and nature of the proceedings for the adoption of the rule:
Writien comments on the proposed rules or preliminary economic, small business, and consumer impact statement may be sub-
mitted t0 the person listed in question #7 no later than 5 p.am., May 18, 1998,

An oral proceeding has been scheduled as follows:

Date: May 18, 1998
Time: 10am.
Location: Registrar of Contractors

Any other matters prescribed by statufe that are applicable to the specific agency or to any specific rule or class of rules:

None.

L.AP.M.O. 1994 Uniform Plumbing Code
. The full text of the rules follows:

TITLE 4. PROFESSIONS AND OCCUPATIONS

CHAPTER 48. ARIZONA UNIFORM PLUMBING CODE COMMISSION

ARTICLE 1. ARIZONA UNIFORM PLUMBING CODE

Section
R4-48-101. Definitions
R4-48-102.  Arizona Upiform Plumbine Code

R4-48-1G1.

ARTICLE 1. ARIZONA UNIFORM PLUMBING CODE

Definitions

The following definitions apply in this Article: “Person”
has the meaning set forth in A.R.S. § 1-213.

R4-48-102.

Arizona Uniform Plumbing Code

A. Al persons shall comply with the International Association

April 17, 1998

of Plumbing and Mechanical Officials’ (ILAPM.O.) Uni-
form Plumbing Code (1994 Edition) which is incorporated by
reference, including all appendices and installation standards,
as the state plumbing cede. This incorporation by reference
does not inglude any later amendments or editions. Copies of
the incorporated material are available from LAPM.O. at
20001 Walnut Drive South, Walnut, CA, 91789-2825 and are
on file with Arizona Uniform Plumbing Code Commission
and the Office of the Secretary of State.

The Uniform Plambing Code jncorporated by subsection (A)
is modified as follows:

Delete pages “1.2.3.4,5.6,7. 8,9, 10,11, 12, 13, 14~
Sec, 202.0. Medify the definition of “Insanitary” b

replacing numbered paragraphs (2) and (3) with the fol-
lowing:

2 Any opening in a drainage system. except
where lawful, which is not provided with an approved
lignid sealed frap.

£3) Any plumbing fixture or other waste discharg-
ing receptacle or device, which is not supplied with
water sufficient to flush it and maintain it in a clean con-

o
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7.

dition_except those specifically designed fo function
without water,”

Sec. 202.0. Add a definition for “PEX” which reads;
“PEX means Crosslinked Polvethviene”

Sec. 301.1.5 is added to read: “Existing Construction.
This code does not require a change in any portion of a
plumbing or drainage system or any other work regu-
lated by this Code, in or on an existing building or lot,
when the work was installed and is maintained in accor-
dance with law in effect prior to the effective date of this
Code, except when the Adminisirative Authority deter-
mines that the plumbing or drainage system or other
work is dangerous, unsafe, insanitary. or a nuisance and
a menace to life, health. or property.” -

Sec. 301.1.6 is added to read: “Health and Safety.
Whenever compliance with_all the provisions of this
Code fails to eliminate or alleviate a nuisance, or any
other dangerous or insanitary condition that may involve
health or safety hazards. the owner or the owner’s agent
shall install additional plumbing and drainage facilities
or make repairs or alterations ordered by the Adminis.
trative Authority.”

Sec. 301.1.7 is added to read: “Changes in Building
Occupancy. The owner of 2 plumbing system which is
part of any building or structure undergoing a change in
use or occupancy, as defined in the Uniform Building
Code as published by the International Conference of
Building Officials shall comply with all requirements of
this Code that may be aplicable fo the new use or occu-
paney.”.

Sec, 301.1.8 is added to read: “Maintenance. The owner
or the owner’s agent shall maintain all plumbing svs-
tems. materials and appurtenances, both existing and
new, and all parts of these items in proper operating
condition. All devices or safeguards required by this
Code shall be maintained according to the Code edition
under which the device or safegnard was installed. To

determine compliance with this section, the Administra-
tive Authority may reinspect any plumbing system.”
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T ] Medkanieal

4 féet (1.2m). .

I ick (25 dmm) A Smaller. 3 Yeet [Base and each 10or. Provide fid-
“LE (0.9 m), 1-1/4 inch (31.8mm)

and larger | story guides.”

Volume 4, Issue #16

.':__ S'e::c'..é'lS.Oi 2dded to read- “Inspections.”

18.1 is added to read “General, The Administrative

authority shall inspect all plumbing svstems for which a

permit is required by this Code No portion of any
plumbing system shall be concealed until inspected and
approved, Neither the Administrative Authority nor fhe
State of Arizona is liable for any expense involved in the
removal or replacement of material required to permit
ingpestion. When the installation of a plumbing system
is complete, an additional and final jnspection shall be
made. The owner or the owner’s agent shall not connect
a plumbing svstem repulated by this Code to the water,
energy fue] supply. or the sewer systern until authorized

by the Administrative Authority.”

11, Sec. 3182 is added to read: “Scope. The Administrative

Authority shall inspect all new plumbing work and those
portions of existing svstems that may be affected by new
work or changes to_insure compliance with all the
requirements of this Code and to assure that the installa-
tion and construetion of the plumbing system is consis-
tent with approved plans.”

12. Sec. 318.3 i3 added to read: “Covering or Using. A

plumbing or drainage system, building sewer, private
sewage disposal svstemn or any part of such a svstem
shall not be covered, concealed, or put into yse until it
has been tested, inspected, and accepted as preseribed in

this Code™

13. Sec. 3184 is added to read: “Uncovering. _The owner

or the owner’s agent shall uncover any_plumbing or
drainage system, building sewer, private sewage dis-
posal system or part thereof, which is installed. altered.
repaired. covered, or concealed before heing inspected,
tested, and approved as prescribed in this Code after the
Administrative Authority issues a notice to uncover the
work to the responsible person.”

14, Sec 3185 is added to read: “Other Inspections, In addi-

tion to the inspections required by this Cede, the
Administrative Authority may require_other inspections
f plumbing work to ascertain compliance with the pro-

visions of this Code and other Jaws which are epforced

by the Administrative Authority.”

15. Sec. 318.6 is added to read: “Defective Systems. The

administrative Authority shall use an air test to deter-
ming. the sanitary condition of the drainage or plumbing
system of any building premises when there i reason to
beligve that it is defective. In buildings or premises con-
demned by the proper Administrative Authority because
of an_insanitary condition of the plumbing system or
plumbing system part, the alterations in the system shall
conform to the requirements of this Code.”

16. Sec. 318.7 is added to read: “Moved Structures. The

Administrative Authority shail test all parts of a building
that is moved from 1 foundation to another. or from 1
location 1o another, as preseribed in Section 318.2 for
new work, except that walls or floors need not be
removed during the test when other equivalent means of

inspection acceptable to _the Administrative Authority
are provided.”
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17 Sec. 319.0 is 2aded to read “Testing of Sysiams. All

18,

plumbing: systems shal] be tested and approved as
required by this Code or the Administrative Authority”
Sec. 319.1 is added to read: “Water Pipe Testing. Water
piping shall be tested and approved as provided in Seg-
tion 610.16."

Sec. 319.2 is added to read: “Test. Tests shall be con-
ducted in the presence of the Administrative Authority
or the Administrative Authority’s duly appointed repre-

sentative.”

20. Sec, 3193 is added to read; “Test and Inspection

Waived. A test or inspection is not required where a
plumbing systern, or part of a plumbing system thereof,
is set up for exhibition purposes and has no connection
with a water or drainage svstem.”

21, See. 3194 is added to read: “Exceptions. In cases where

it would be impractical to provide water or ajr tests. or

for minor installations and repairs, the Administrative
Authority may make inspections as deemed advigable in
order to be assured that it has been performed in accor-
dance with the intent of this Code.”

22. Sec. 319.5 is added to read: “Tightness. Joints and con-

nections in the plumbing system shall be gastight and
watertight for the pressures required by the test”

23. Sec. 319.6 is added to read: “Corrections. The Adminis-

trative Authority shall issue any notices of correction or
violation, post the notice at the site of the work and mail
or deliver the notice to the owner or owner’s agent. Fail-
ure to comply with a notice or order within 10 days of
receipt is considered a violation of this Code.”

24. Sec. 319.7 is added to read: “Retesting. If the Adminis-

trative Authority finds that the work does not pass the
test, the owner or owner’s agent shall make the neces-
sary corrections and, resubmit the work for test or

25, Sec. 319.8 is added to read: “Approval. Upon the satis-

26. Sec. 320,

\#5]
nasi

a0
D

factory_completion and final test of the plumbing sys-
tem, The Administrative Authority shall jssue a
certificate of approval to the owner on demand,”

is added to read: “Test Gauges. Tests
required by this Code, which are performed utilizing
dial gauges, are limited to gaupes with the following
pressure graduations or incrementations.”

27. S¢£.320.1 is added to read: “Required pressure tests of

10, pounds (69 kPa} or less shall be performed with
gauees of 1/10 pound (0.7 kPa) incrementation or less.”

28. Sec. 320.2 is added to read: “Required pIessure tests

exceeding 10 pounds (69 kPa) but less than 100 pounds

689 kPa) shall be performed with gauees of I pound
{6.9kPa) incrementation or jess.”

Sec. 320.3 is added to read: “Reaquired pressure tests
exceeding 100 pounds (689kPa) shall be performed with
gauges incremented for two (2) percent or less of the

required test pressure.”
Sec. 3204 is added to read: “Test paupes shall have a

pressure range not greater than twice the fest pressure
applied.”

Sec. 321.0 is added to read: “Connection Approval.”
Sec. 321.1 is added to read: “Energy Connections. A
person shall not make a connection for which 2 petrmit is
required from a source of energy or fuel to any plumb-
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ing _system or equipment regulated by this Code until
approved by the Adminigtrative Authority.”

33. Sec. 321.2 is added to read; “Qther Connections. No

person shall make connection from any water supply
line nor shall connect to any sewer system regulated by
this Code and for which a permit is required until
approved by the Administrative Authority.”

34. Sec. 321.3 is added to read: “Temporarv Connections.

The Administrative Authority may authorize temporary
connection of the plumbing equipment to the source of
energy or fuel for the purpose of testing the equipment ”
Sec. 402.1 is modified to read: “The maximuom flow
rates and guantities for all plumbing fixtures and fixture
fittings shall be consistent with A. R. 8. § 45-313.>
Section 402.2 is deleted.

Sec. 501.0 is modified to read: “General. The regula-
tions of this chapter shall govern the construction. loca-
tion, and installation of all fuel burning and other water
heaters heating potable water. together with all chim-
neys. vents, and their connectors, All desion. construc-
tion, and workmanship shall be in conformity with
accepted engineering practices and shall be of such
character as to secure the results sought fo be obtained
by this Code. No water heater shall be hereinafter
installed which does not comply in all respects with the
type and model of each size thereof approved by the
Administrative Authority. A list of generally accented
gas _equipment standards is included in Table 14-1. An
gwner.or owner’s agent shall not place in service & water.
heater {boiler) which exceeds any of the following limi-
tations until the vessel is separately inspected pursuant
to A.R.S. Title 23 Chapter 2, Article 11.”

a. 120 gallon nominal water capacity.

b. 160 PSI operating pressure.

c. 210 depree f operating temperature.

d. 200,000 BTU/h heat input.”

38. Sec. 5307.2 is modified to read: “In new construction, an

owner or owner’s agent shall provide all enclosed build-
ings with combustion air obtained from outside. In
existing buildings of ordinary tightness in as infiitration

41,

is.concerned, all or a portion of the combustion air for
fuel-burning water heaters may be obtained from infil.
tration if the enclosure volume equals at least 50 cubic
feet per 1000 Btu/h {48311, input_of the water
heater. Existing buildings of unusually tight constue.
tion shail also be provided with outside combustion air.
A change in combustion air is not required when an
existing fuel-burning water heater is _replaged with a
new water heater having the same or smaller BTU/h
input _capacity. When an existing fuel-burning water
heater is replaced by a higher-capacity water heater, or
when 1 or more additional fuel burning water heaters are
ingtalled in an existing building containing other fuel-
burning appliances, the room or space shall be provided
with combustion air as required for new construction.”

Sec. 507.3.1. Add an exception to read: “Combustion air

openings may be provided in an outside door provided:
The door is not less than 2 feet @ inches in width
and 6 feet 8 inches in height; and

The openings are spaced as far apart as possible or
a full Jouvered door is provided: and

The equipment room ceiling is not more than 16
inches above the top of the door.”

i

=

i

40, See. S07.6 is added to read: “Liguified Petroleum Gas.

All provisions of this chapter apply to combustion air

for equipment using lquified petrolenm gas. Excep-

tions:

a. The bottom of the lower combustion air opening
shall be located at or below the floor of the room

containing the equipment.
A _combustion air duct when used. shall have the

bottom installed level or with a downward slope,
starting from a point at or below the eguipment

room floor and continuing to the outside of the
structure. Where it terminates above the finish

grade, a screened wire mesh shall cover the open-
Pockets or trapped sections are not permitted in any
lower combustion air duct.” :
Table 5-1 is modified to read:

[

o

“Size of Combustion Air Openings or ducts’ for gas-or-liquid Burning Water Heaters

Columh ™ 1 Column 2
Existing Buildings of  Ordinary Tightness New Baildings and Unusually Tight Construction
Condition Sizé Of Opening ot Duct Condifion Size of Opening or Duct
Appliance in unconfined* May Tely o infiliraton Appliance in unconfined® | Provide Z openings, THAHGGN
space alone. space: Obtain combustion | 50 sq. in. each opening.>
air from outdoors or from
space freely communicat-
ing with outdoors.

Appliance in confined? space
1. All air from inside build-
ing

ProvVide TWo openings mio
enclosure each having 1

sq. in. (645mm?) per 1,000

Appliance in confined®
space: Obtain combustion
air from outdoors or from

1. PFoVide TWo openings o
enclosure, minimum 50 sq. in.

each opening.’

Bt/ input freely commu- | space freely communicat-
nicating with other uncon- | ing with outdoors.
fined interior spaces3.
Minimum 100 8q. In.
{0.06m?) each opening.

Z. Al aiF from outdoors: Use the methods Hsted 107

Obtain from outdoors or confined space as indi-

from space freely communi- | cated in Column 2.

cating with outdoors.

L For location of opening, see Section 507.3
April 17, 1998 Page 901
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2. As defined in Chapter 2.

3 When the total input rating of appliances in enclosure exceeds 100,000 Btwh the area of each opening into the enclosure shalbe increased 1
sq. i, (645mm) for each 1,000 Biwh over 100,000 Btwh.

4 As defined in Section 202.0”.

42,

Sec. 517.6 is modified to read: “A venting svstem shall
not terminate less than 3 feet (0.9m) above any forced
air_inlet or evaporative cooler located within 10 feet
{3.0m) or less than 4 feet (1.2m) from any property line

except a public way.”

under a water pressure not less than the working pres-

sure under which it is to be used. The water used for

tests shall be obtained from a potable source of supply.
A 50 pound per square inch (344.5 kPa) air pressure
may be substituted for the water test. In either method of
test. the piping shall withstand the test without leaking

43. Sec. 601.1. Add exception to read: “Potable running for a period of not {ess than 15 minutes.”
water is not required for waterless urinals which have 50. Sec. 7074 is modified to read: “Each horizontal drain-
been approved by the Administrative Authority.” age pipe shall be provided with a cleanout at its upper
44. Sec. 603.4 is added fo read: “Secondary Backflow pro- terminal and each run of piping, which is more than 100
tection. The following occupancies require Reduced feet (30.4 m) in total developed length. shall be provided
Pressure Principle Backflow Prevention Assemblies to with a cleanout for each 100 feet (30.4 m). or fraction
be installed as near as practical to the water service thereof. in length of the piping. EXCEPTIONS:
mneter connection: Hospitals, surgical clinigs, laborato- a. Cleanouts may be omifted on a horizontal drain
ries. morsues. mortuaries, veterinary _hospitals, indus- ling less than five (3) feet (1.5 m) in length unless
frial occupancies, packing plants, slauohter houses, such line is serving sinks or urinals”
chemical plants, municipal waste treatment facilities, b. Cleanouts mav be omitted on any hotizonta] drain-
and construction water services. Note: Multiple water age pipe installed on a slope of seventy-twa (72)
services which are interconnected onsite will be pro- degrees or less from the vertical angle {angle of
vided with not less than a Double Check Valve Assem- one-fifth (1/5) bend).”
bly at each service connection.” e An approved type of 2Z-way cleanout fitting,
43, Sec. 604.1 is modified to read: “Water pipe and fittings installed inside the building wall near the connec-
shall be of brass, copper, cast iron, galvanized malleahle ton between the building drain and building sewer
iron, galvanized wrought iron, galvanized steel, or other ot installed outside of 2 building at the lower end of
approved materials. Ashestos-cement, CPVC, PE, PEX, a_building drain_and extended to grade, may be
or PVC water pipe manufactured to recognized stan- substituted for an upper terminal cleanout”
dards may be used for cold water distribution_systerns 31, Delete Sections 7124, 71241, 11242 71243,
outside a building. CPVC, or PEX water pipe and tubing 712.4.4.
may be used for hot and cold water distribution systems 52. Sec, 713.4 is modified to read: “The public sewer may
within a building. All materials used in the water sunply be considered as not being available onlv when so deter-
system, except valves and similar devices shall be of a mined by the appropriste Administrative Authority
like material. except where otherwise approved by the local, county, or state).”
Administrative Authority.” 53. Sec. 723.0 is modified to read: “Building sewers shall be
46, See. 604.11 is added to read: “PEX. Cross-linked poly- tested by plugging the end of the building sewer at its
ethylene (PEX) tubing will be marked with the appropri- points of connection with the public sewer or private
ate standard designation(s) of the fitting system(s) for sewage disposal system and completely filling the build-
which the tubing has been listed or approved. PEX tub- ing sewer with water from the lowest to the highest
ing will be installed with mechanjcal joints in compli- point or by approved equivalent low pressure air test. or
ance with the appropriate standard specification and the by such other test as may be prescribed by the Adminis-
manufacturer’s instructions.” trative Authority. The huilding sewer will be watertight
47. Sec. 608.5 is modified o read: “All relief valves will be at all points. EXCEPTION: Sewer tests may be waived
provided with a drain. not smaller than the relief valve at the discretion of the Administrative Authority.”
outlet, of galvanized steel hard drawn copper piping 54. Sec. 807.4 is modified to read: “The discharpe line of a

and fittings, CPVC, PB, or listed relief valve drain tube
with fittines which will not reduce the internal bore of
the pipe or tubing (straight lengths as opposed to coils)

and will extend from the valve to the outside of the

building with the end of the pipe not more than 2 feet
(0.6m) nor less 6 inches (152 4mm) above the ground

domestic dishwashing machine may be directly con-
nected to the tailpiece of the sink strainer with a slip tee,
or into the wasie boss of a disposal unit installed in the
sink. The high point of the discharge line shall be
securely fastened as high as possible but not lower than

2 inches below the flood rim of the sink.”

and pointing downward, Drains may terminate at other 55. Sec. 1005.0 is modified to read: “Trap Seals. Each fix-
approved locations, The drain pipe shall not be trapped ture trap may not have a liquid seal less than 2 inches
and the terminal end of the drain pipe shall not he (30.8mm) and not more than 4 inches (101.6mm) excent
threaded.” where a deeper seal is found necessary by the Adminis-
48. Sec. 610.15 is added to read: “Inspection. A water sup. trative Authority for special conditions. Traps shall be
ply system or any portion of a water supply shall not be set true with respect to their liguid seals and, where nec-
covered or concealed until it Ist has been tested essary, they shall be protected from freezing.”
inspected. and approved by the Administrative Author- 56. Sec, 1007.0 is modified to read; “Trap Seal Protection.

ity.”

49, Sec. 610.16 is added to read: “Water Piping. “Upon

completion of a section or of the entire hot and cold
water supply svstem, it shall be tested and proved tight

Floor drain or similar traps directly connected to the
drainage system and subject to infrequent yse shall be
provided with an approved means of maintaining their
water seals, except where deemed unnecessary for
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safety_or sanitation by the Administrative Authority.
Automatic trap priming devices which are installed,
shall be accessible for maintenance.”

57. Sec. 1007.1 is added to read: “Approved Means of

Maintaining Trap Seals. Approved means of maintain-
ing trap seals are as follows, but are not limited to;
TListed Trap Seal Primer;

A hose bib: and

Drain line from untrapped lavatories to the tail-
piece of fixture traps installed bhelow the floor
drain.”

o e

58.

Sec. 1210.1 is modified 1o read: “All pine used for the
installation, extension. alteration, or repair of any gas
piping shall be standard weight wrousht iron_or steel
(galvanized or black) or vellow brass {containing not
more than 73 percent copper) or approved corrugated

stainless steel tubing systems. Approved PE pipe may
be nsed in exterior buried piping systems ™

59. Table 14-1. Add standards in alphabetical order listed

under appropriate sections to read;

TABLE 14-1 PLUMBING MATERIAL STANDARDS

Materials and Prodicts ANSL ASTM FS IAPMO Oiher Stan- | Footote
dards Remarks
"NON-METALTTCPIPE?
Metal insert fittings utilizing a F1807-97
copper crimp ring for SDR9Y
crosslinked polyethylene
(PEX)
tubing.
PLUMBING FIXTURES:
Waterless Urinals
i 8 71249 “C-3346”

60. Appendix C is modified to read: “Appendix C of the 61. Appendix DI.1(e) is modified to read; “Roof drains,
1994 Edition of the Uniform Plumbing Code shall be overflow drains, and rainwater piping installed within
utilized by jurisdictions that have not adopted a buildin t}}e bui]din_ shall be testef_i in corgformi with the provi-
code which stipulates minimum plumbing facilities saons’?fthts Code for testing drain, waste, and vent sys-
when establishing plumbing facility requirements, Each tems.” . .
buildine shall be provided wi A1y} {acilities QZ, Appendix F Medical Gas Systems. Current language is
inciuding provisions for the persons with disabilities as deleted and replaced with "NFPA #99. Health Care

rescribed by the department having jurisdiction. This Famhttes_i 6 Edition vyhtch is incorporated by refer-
Appendix. which proyides a guideline for the minimum ence herefn and on file w:th'the Oﬁ’ice‘of the Secretary
facilities for the varions tvpes of occupancics. {see Sec. of State. Incorporated materials do not include anv later

N ” ; . amendments or editions of the incorporated matter, The
tion 411.0 of.the 1?94 Edition (ff the Uniform Plurflbmg document is available from the National Fire Protection
Code, Plumbin, leture?s Required ma‘ e used in the Association, Batterymarch Park, Quincy, MA 02169”
absence of those requirements. Requirements for the 63. Appendix H 2 Design (2) is modified to read: “Intercep

handicapped, ANSI A117.1-1992. Accessible and
Usable Buildings and facilities. may be used. The total
occupant load shall be determined by minimum exiting
reguirements, The minimum number of fixtures shall be
calculated at 50 percent male and 50 percent female
based on the total occupant load.”

tors_shall be constructed to comply with the desien
approved by the Administrative Autbority and shall
have a_minimum of 2 compartments with fittings
designed for orease retention. Grease interceptors shall
be constructed of solid dursble materials, not subject to
excessive corrosion or decay, and shall be watertight,”

NOTICE OF PROPOSED RULEMAKING

TITLE 9. HEALTH SERVICES

CHAPTER 22. AREZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS) - ADMINISTRATION

PREAMBLE

1. Sections Affected Rulemaking Action
R9-22-1301 New Section
RO-22-1302 New Section
R9-22-1303 New Section
R9-22-1304 New Section
R9-22-1305 New Section
R9-22-1306 New Section
R9-22-1307 New Section
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R9-22-1308 New Sectaon
R9-22-1309 New Section .

2. Xhe specific anthority for the relemakin

implementing (specific):
Authorizing statute: A.R.S. § 36-2903.01(H])

Implementing statute: A.R.S. § 36-2903.01(B){4) o R
3. The name and address of agency personnel with whom persons may communicate res ardm the rulemaking:

Name: Cheri Tomlinson, Federal and State Policy Adminisirator
Address: AHCCCS Administration
801 East Jefferson, MD 4200
Phoenix, Arizona 85034
Telephone: (602) 417-4198
Fax: (602) 256-6756

4. An explanation of the rule, including the agency's reasons for initiating the rule:
In response to a court order in Perry vs. Kelly, case CV 95-140 TUC RMB, a new Article has been added to 9 A.A.C. 22, The
Order requires the Administration, contractors, or an ALTCS contractor who renders a decision to deny, reduce, suspend, or ter-
minate services, to provide individuals with written notice and an opportunity to appeal. The Order also requires that services
continue to be provided during the grievance and appeal process under certain circumstances. These and other requitements are
detailed in 9 Sections (R9-22-1301 to R9-22-1309) in the Article.

5. A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a previous grant of
authority of a political subdivision of this state:
Not applicable.

6. The preliminary summary of the economic, small business, and consumer impact:
it is anticipated that there will be 2 moderate impact on the Administration and contractors for administrative costs associated
with complying with notification requirements to an individual when an adverse action is rendered. In August 1996, prior to the _
implementation of policy regarding the Perry vs. Kelly Order, a contractor who provides services to approximately 28 percent of S
the AHCCCS acute care population, estimated that the annual impact could be $200,000-$500,000 resulting from 20,000-
43,000 denial letters. However, since October 11, 1996, when contractors were directed to implement the new policy, signifi-
cant concerns have not been raised by contractors.

During the same period, thers has been a limited impact upon the number of hearings the Administration has conducted as a
result of Perry vs. Kelly-related appeals although this could change as individuals receive written potification of their opportu-
nity to appeal.

AHCCCS members benefit from the changes because they must be notified in writing of the opportunity to appeal and also are
provided continued services pending a decision on the appeal under certain circumstances when existing services are reduced or
terminated.

7. The name and address of agency personnel with whom persons may communicate regarding the accuracy of the economic,
small business, and consumer impact statement:

Name: Cheri Tomlinson

Address: AHCCCS Administration
801 East Jefferson, MDD 4200
Phoenix, Arizona 85034

Telephone: (602) 417-4198

Fax: (602) 256-6756

8. The time, place. and nature of the proceedings for the adoption. amendment. or repeal of the rule or, if no proceeding is
scheduled, where, when. and how persons may request an oral proceeding on the proposed rule;

Date: May 19, 1998

Time: Sam.

Location: AHCCCS Administration
801 East Jefferson, 2nd Floor, Hearing Room A
Phoenix, Arizona

Nature: Public Hearing

A person may submit written comments on the proposed rules, The written comments should be suhm;tted no later than 5 p.m,,
May 21, 1998, to the person listed in question #7,
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9. Any other matters prescribed by statute that are applicable to the specific agency or to anv specific rile or class of rufes:

Not applicable.

10. Incorporations by reference and their focation in_the rules:

None.
11. The full fext of the rules follows:

TITLE 9. HEALTH SERVICES

CHAPTER 22. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS) - ADMINISTRATION

ARTICLE 13, MEMBERS' RIGHTS AND

RESPONSIBILITIES
Section
RS9-22-1301. General Intent and Definitions
R9.22.1302. Denial of a Request for a Service
R9-22-1303. Reduction, Suspension, or Termination of a Ser-
vice
R9-22-1304. Content of Notice

R9-22-1305, Exceptions from an Advange Notice
R9-22-1306. Notice in a Case of Probable Fraud

R%:22-1307, Grievance and Appeal Process
R9-22.1308. Maintenance of Records

R9-22-1309, Member Handbook

ARTICLE 13. MEMBERS’ RIGHTS AND
RESPONSIBILITIES

R9-22.1301. General Intent and Definitions

A. This Article defines the notice and appeal process when a
request for a service is denied or when services are reduced,
suspended. or terminated and provides the opportunity for an
gxpedited hearing,

B. Definitions. In addition to definitions contained in A.R.S. §
36-2901. the words and phrases in this Chapter have the fol-
lowing meanings unless the context explicitly requires
another meaning;

3

1. “Action” means a termination. suspension, or reduction
of a covered service.

2. “Contractor” means a health plan, ALTCS program con-

tractor, the Arizona Department of Health Services, or

Regional Behavioral Heatth Authorities for this Article.

“Date of action” means the intended date on which a ter-

mination, suspension or reduction becomes effective.

[

‘Denial” means the decision not to provide authoriza-
tion of a requested service.
“Notice” means a written statement that meets the

requirements specified in R9-22-1304.
“Request for a hearing” means a clear expression by a
member or an authorized representative that the member
wants the opportunity to present the member’s case toa

reviewing authority.

R9-22-1302. Denial of 2 Request for a Service
The Administration or a contractor shall provide a member with a

written notice no later than 3 business days from the date when

authorization for a requested service is denied by the party piving
notige,

R9-22-1303,
yice

Except as permitted under R9-22-1305 and R9-22-1306, the
Administration or a contractor shall provide a member with g writ-

ten Notice of Intended Action at least 10 days prior to the date of
the action bv the Administration or a contractor when there is a
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reduction, suspension. or termination of a_service currently pro-

vided by the Administration or a contragtor,

R9-22-1304. Content of Notice

A notice that is required under R9-22-1302 or R9-22-1303 of this

Article. must contain the following:

1. A statement of what action the Administration or a con-
tractor intends to take:

2. The snccinct and specific reasons for the intended

action;

The specific law or regulation that supports the action,

or a change in federal or state law that requires an

action:

An explanation of:

a. A member’s right to request an evidentiary hear-
ing: and

b. The circumstances under which 2 hearing will be
granted, in cases of an action based on a ¢hanee in

the law;
An explanation of the circumstance under which a cov-
ered service will be continued if a hearing fo appeal an
action is requested for a:
Reduction

Suspension, or
Termination of a service.

fhed

>

fn

e =" |

R9.22.1305. Exceptions from an Advance Notice
The Administration or a contractor may mail a notice of a reduc-

tion, suspengion, or termination of a service not later than the date
of action if the Administration or a contractor:

1. Has factual information_that confirms_the death of a
member;

2. Receives a ¢clear written statement siened by the mem-

ber that;

a  Services are no longer wanted; or

b. Provides information which requires a reduction or
termination of a service and indicates that the
member understands that 2 reduction or termina-
tion of a service will be the result of providing that
information:

A member that has been admitied to an institution which

makes the member ineligible for further services:

4. Does not know the member’s whereabouts and the post

office returns mail directed fo the member indicating no

forwarding address;

Has_esiablished the fact that the member has been

accepted for Medicaid services outside the state of Ari-

Zong,

Knows a _change in the level of medical care has been

prescribed by the member’s primary care provider: or
Knows the notice involves an adverse determination

made with regard to the preadmission screening require-

ments specified in ARS. § 36-2936 for an ALTCS

member,

fo

fn

&

I~
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R9.22.1306. Notice in a Case of Probable Kraud Lo

The Administration or a confractor may shorten the period of '

advance notice to 3 days before the date of action ift
1. The facts indicate that action should be taken becanse of
probable fraud by the member; and

2. The facts have been verified through secondary
resources, if possible,

R9-22-1307. Grievance and Appeal Process

A. Time-frames. If the Administration or a confractor deter-
mines to denv a service that requires authorization or deter-
mines to reduce, sugpend, or terminate existing services: and
a_member desires to appeal the determination and either
requests continued services during the appeal process or

requests an expedited hearing of a denial for anthorization, 2

member must file a request for hearing:

1. Nolater than 10 business days from the date of personal
delivery of the Notice of Intended Action to the mem-
ber; or

2. No later than 15 business days from the postmark date,
if mailed, of the Notice of Intended Action.

Expedited appeal. A hearing on an appeal that requests exist-
ing_services be continued or a request for a hearing on an
appeal from a denial for authorization may be expedited as
provided by law or upon a showing of extragrdinary circum-
stances or the possibility of irreparable harm.

C. Notice of hearing date. The parties to the appeal shall have
actual notice of the hearing date provided to the member or
the authorized representative and to 2il other parties,

Filing a erievance. If an expedited hearing of a denial is not
requested or if an existing servige is not requested to bg con-
tinued. the member may file a prievance according to R9-22-
804. The parties fo the grievance shall be notified of the hear-
ing date according to R9-22.801(F).

E. Responsibilities of the Administration or contractor. The

=

2

&

and request to continue services are timely filed ag specified
in_subsection (A) by the member or the authorized represen-
tative.

Previously authorized service. If a member’s primary care
provider orders a service that has been previously authorized
for the member, the Administration or a contractor may issue
a written denial according to R9-22-1302, if the Administra-
tion or a contractor considers the request new and indepen-
dent of any previous authorization. If the member’s primary
care provider asserts that the requested service or treatment is
merely 2 necessary continuation of the previous authoriza-
tion. and the member challenges the denial on this basis, then
the service will be continued pending appeal, unfess the par-
ties reach some other screement or the Administration or
contractor believes the primary care provider’s request
endangers the member. The Administration or a confractor
and the provider will reserve any dispute over reimbursement
until a later date when the provider submits a claim.

G. Responsibility of a member. A member whose service is con-
tinted during an appeal process shall be financially liable for
the service received if the decision fo reduge, suspend, or ter-
minate the member’s service is upheld by the Director,
General provisions, All parties shall adhere to the require-
ments specified in R9-22-801 (A} through (E) and Sections
(G} through (M),

R9-22-1308. Maintenance of Records

The party providing notice shall ensure that written records are
maintained that written notification was given to the member,

including the date it was provided.

RS-22-1309. Member Handbook

A contractor shall firnish each member with a handbook that
clearly explains the member’s right fo file a grievance or appeal

=

=

Administration or a contragtor shall provide the current level
of an existing service during the appeal process, if an appeal

concerning any action that affects the member’s receipt of medical
services, as specified in contract.

NOTICE OF PROPOSED RULEMAKING

TITLE 9. HEALTH SERVICES

CHAPTER 28. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)
ARIZONA LONG-TERM CARE SYSTEM

PREAMBLE

1. Sections Affected
R5-28-1201

Rulemaking Action
New Section

2. The specific authority for the rulemaking. including both the authorizing statute (general) and the statutes the rules are

implementing (specific):
Authorizing statute: A.R.S. § 36-2532(M)

Implementing statute: A.R.S. § 36-2932(I)(1)

3. The name and address of agency personnel with whom persons may communieate regarding the rulemaking:

Name: Cheri Tomlinson

Address: AHCCCS Administration
801 East Jefferson, MD 4200
Phoenix, Arizona 85034

Telephone: (602)417-4198

Fax: (602) 256-6756
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4. An explanation of the rule, including the agency's reasons for initiating the role:

In response to a court order in Perry vs. Kelly, case CV 95-140 TUC RMB, a new Article has been added to ¢ A.A.C. 28. The
Order requires ALTCS contractors who render a decision to deny, reduce, suspend, or terminate services to provide individuals
with written notice and an opportunity to appeal. The Order also requires contractors to continue to provide services during the
grievance and appeal process under certain circumstances, The language in R9-28-1201 cross references the requirernents in the
9 Sections in 9 A.A.C. 22, Article 13. )

8. A showing of good cause why the ruje is necessary to premote a statewide interest if the yule will diminish a previous grant of
authority of a political subdivision of this state:

Not applicable.

6. The preliminary summary of the economic, small business, and consumer im pact:

By cross-referencing R9-28-1201 to 9 A.A.C. 22, Article 13, there is 2 moderate impact on the Administration and contractors
for administrative costs associated with complying with notification requirements to an individual when an adverse action is
rendered. On October 11, 1996, contractors were directed to implement a new policy reflecting the Court’s requirements and
significant concerns have not been raised by contractors. Since the policy took effect there has been a limited impact upon the
number of heatings the Administration has conducted as a result of Perry vs. Kelly-related appeals but this could change as indi-
viduals receive written notification of their opportunity to appeal.

ALTCS members benefit from the change because they must be notified in writing of the opportunity to appeal and also are pro-
vided continued services pending a decision on the appeal under certain circumstances when existing services are reduced or
terminated.

7. The name and address of agency personnel with whom persons may communicate regarding the aceuracy of the economic,
small business, and consumer impact statement:

Name: Cheri Tomlinson, Federal and State Policy Administrator
Address: AHCCCS Administration
801 East Jefferson, MD 4200
Phoenix, Arizona 85034
Telephone: (602) 417-4198
Fax: (602) 256-6756

8. The time. place, and nature of the proceedings for the adoption, amendment. or repeal of the rule or, if no proceeding is
scheduled, where, when, and how persons may request an oral proceeding on the propesed rule:

Date: "May 19, 1998

Time: 9 am.

Location: AHCCCS Administration
801 East Jefferson, 2nd Floor, Hearing Room A
Phoenix, Arizona

Nature: Public Hearing

A person may submit written comments on the proposed rules. The written comments should be submitted no later than 5 p.m.,
May 21, 1998, to the person listed in question #7.

9. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class of rules:

Not applicable.

10. Incorporations by reference and their location in the rules:

None.

11. The full text of the rules follows:

TITLE 9. HEALTH SERVICES

CHAPTER 8. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)
ARIZONA LONG-TERM CARE SYSTEM

ARTICLE 12. MEMBERS’ RIGHTS AND ARTICLE 12. MEMBERS’ RIGHTS AND
RESPONSIBILITIES RESPONSIBILITIES
Section R9-28-1201, Right’s and Responsibilities .
R9-28-1201, Right’s and Responsibilities The Administration and its confractors shall meet the requirements

as specified in A.A.C. R9-22-1301 through R9-22-1309.
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NOTICE OF PROPOSED RULEMAKING

TITLE 9. HEALTH SERVICES

CHAPTER 30. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)
PREMIUM SHARING DEMONSTRATION PROJECT

PREAMEBLE
1. Sections Affected Rulemaking Action
R9-30-801 New Section
R9-30-802 New Section
R9-30-803 New Section
R9-30-804 New Section
R9-30-805 New Section
R9-30-806 New Section
RS-30-807 New Section
RO-30-808 New Section
R9-3(-809 New Section

2. The specific anthority for the rulemaking, including both the authorizing statute (general) and the statutes the rules are
implementing (specific):
Authorizing statute: A.R.S. § 36-2923; Laws 1997, Ch. 186 §§ 3 to 8, as amended by Laws 1997, 2nd Special Session, Ch. 186

§§3and 4.
Implementing statute: AR.S. § 36-2923; Laws 1997, Ch. 186 §§ 3 to 8, as amended by Laws 1997, 2nd Special Session, Ch.
186 §§ 3 and 4.
3. The name and address of agency personnel with whom persons may communicate regarding the rolemaking:
Name: Cheri Tomlinson, Federal and State Policy Administrator
Address: Arizona Health Care Cost Containmnent Systemn
801 East Jefferson, MD 4200
Phoenix, Arizona 85034
Telephone: (602) 417-4198
Fax: (602) 256-6756

4. An explanation of the rule, including the ageney's reasons for initiating the rule:
In response to a court order in Perry vs. Kelly, case CV 95-140 TUC RMB, a new Article has been added to 9 ALAC. 30. The
Order requires the Premium Sharing Administration (PSA) or a contractor who renders a decision to deny, reduce, suspend, or
terminate services, to provide individuals with written notice and an opportunity to appeal. The Order also requires that services
continue to be provided during the grievance and appeal process under certain circumstances. These and other requirements are
detailed in 9 Sections (R$-30-801 to R9-30-809) in the Article.

5. A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a previous grant of
authority of a political subdivision of this state:

Not applicable.

6. The preliminary summary of the economic. small business. and consumer impact:
A moderate impact on the PSA and contractors is anticipated for administrative costs associated with complying with notifica-
tion requirements to an individual when an adverse action is rendered.

PSA members will benefit from the changes because they must be notified in writing of the opportunity to appeal and also are

provided continued services pending a decision on the appeal under certain circumstances when existing services are reduced or
terminated.

7. The name and address of agency personnel with whom persons may communicate regarding the accuracy of the economic,
small business, and consumer impact statement;

Name: Cheri Tomlinson

Address: Arizona Health Care Cost Containment System
801 East Jefferson, MD 4200
Phoenix, Arizona 85034

Telephone: (602) 417-4198

Fax: (602) 256-6756
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8. TYhe time. place, and nature of the proceedings for the adoption, amendment, or repeal of the rule or, if no preceeding is
scheduled, where, when, and how persons may request an oral proceeding on the proposed rule:

Date: May 19, 1698

Time: 9am.

Location: AHCCCS Administration
801 East Jefferson, 2nd Floor, Hearing Room A
Phoenix, Arizona

Nature: Public Hearing

A. person may submit written comments on the proposed rules. The written comments should be submitted no later than 5 p.m.,

May 21, 1998, to the person listed in question #7.

9. Any other matters prescribed by statute that are applicable fo the specific agency or to any specific rule or class of rules:

Not applicable.

10. Incorporations by reference and their location in the rules:
None.

11. The full text of the rules follows:

TITLE 9. HEALTH SERVICES

CHAPTER 30. ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM (AHCCCS)
PREMIUM SHARING DEMONSTRATION PROJECT

ARTICLE 8. MEMBERS’ RIGHTS AND

RESPONSIBILITIES
Section
R8-30-801.  General intent and Definitions
RS-30-802. Denial of a Request for a Service
RS-30-803. Reduction, Suspension or Termination of a Service
R9-30-804. Content of Notice
R9-30-805. Exceptions from an Advance Notice
R9-30-806. Notice in a Case of Probable Fraud
R9-30-807. Grievance and Appeal Process
R9-30-808.  Maintenance of Records
RS-30-809. Member Handbook

ARTICLE 8. MEMBERS’ RIGHTS AND

RESPONSIBILITIES

R9-30-801. General Intent and Definitions

A. This Article defines the notice and appeal process when a
reguest for services is denied or when services are reduced,
suspended, or terminated and provides the opportunity for an
expedited hearing,

B. Definitions. In addition to definitions contained in AR.S. §
36-2901. the words and phrases in this Chapter have the fol-
lowing meanings unless the context explicitly requires
another meaning:

1. “Action” means a termipation,_suspension. or reduction
of a covered service,
2. “Contractor” means a health plan, Arizona Department

of Health Services or Regional Behavioral Health
Anuthorities for this Article.

“Date of action” means the intended date on which a ter-
minpation. suspension or reduction becomes effective.
“Denial” means the decision not to provide authoriza-
tion of a requested service.

“Notice™ means a written staternent that meets the
requirements specified in R9-30-804.

“Request for a hearing” means a clear expression by a
Premium Share member or an authorized representative
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that the Premium Share member wants the opportunity

to_present the Premium Share member’s case to a

reviewing authority.

R9-30-802. Denial of 2 Request for a2 Service
The PSA or a contractor shall provide a Premium Share member
with 2 written notice no later than 3 business days from the date

when authorization for a requested service is denied by the party
iving notice,

R9-30-803.
yice

Except as permitted under R9-30-805 and R9-30-806_ the PSA or
a contractor shall provide a Premium Share member with a written
Notice of Intended Action at least 10 days prior fo the date of the
action by the PSA or a contractor when there is a reduction, sus-

pension, or termination of a service currently provided by the PSA
or a contractor,

R9-30-804. Content of Notice
A potice that is required under R9-30-802 or R9-30-803 of this

Article, must contain the following:
1. A statement of what action the PSA or a contractor

Reduction. Suspension er. Termination of a Ser-

intends to take;

2. The suceinct and specific reasons for the intended
action:

3. The specific law or regulation that supports the action,
or a change in federal or state law that requires an
action;

4. Anexplanation oft

a. A member’s right to request an evidentiary hear-
ing; and

b. The circumstances under which a hearing will be
granted, in cases of an action based on a change in

the law;

3.  Anexplanation of the circumstance under which a cov-
gred service will be continued if a hearing to appeal an
action is requested for a: .

Reduction,

2
b. Suspension, or
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¢. Termination of a service.

R9-30-805. Exceptions from an Advance Notice

The PSA or a gontractor may mail a notice of a reduction, suspen-
sion. or termination of a service not later than the date of action if

the PSA or a contractor:

1.  Has factual information that confirms the death of a Pre-
mium Share member;

2. Receives a clear written statement sigmed by the Pre-
mium Share member that:

Services are no longer wanted: or

Provides information which requires a reduction or

a termination of a service and indicates that the

Premium Share member understands that a reduc-

tion or 2 termination of a service will be the result

of providing that information;

3.  APremium Share member that has been admitted to an
institution _which makes the Preminm Share member
ineligible for further services:

4. Does not know the Premium Share member’s where-
abouts and the post office returns mail directed to the

Premium Share member indicating no forwarding
address;

5. Has established the fact that the Premium Share member
has been accepted for Medicaid;

6. Knows a change in the level of medical care has been
prescribed by the Premium Share member’s primary
care provider,

R9-30-806. Notice in a Case of Probable Fraud
The PSA or a contractor may shorten the period of advance notice
to 5 days before the date of action if:
1. The facts indicate that action shounld be taken because of
probable fraud by the Premium Share member: and

2. The facts have bheen verified through secondary

el

resources, if possible.
R9-30-807. Grieyance and Appeal Process

A. Time-frames. If the PSA or 2 contractor determines to deny a
service that requires authorization or determines to reduce,
suspend, or terminate existing services; and a member desires
to appeal the determination and either requests continned ser~
vices during the appeal process or requests an expedited hear-
ing of a denial for authorization. a Premium Share member
must file a request for hearing:

1. Nolater than 10 business days from the date of personal
delivery of the Notice of Intended Action to the mem-
ber or

2. No later than 15 business days from the postmark date,
if mailed. of the Notice of Intended Action,

Expedited appeal. A hearing on an appeal that reguests exist-

ing services be continued or a request for g hearing on _an

appeal from a denial for authorization may be expedited as
provided by law or upon a showing of extracrdinary circums-
stangces or the possibility of irreparable harm.

[
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C. Notice of hearing date. The parties to the appeal shall have
actual notice of the hearing date provided to the Premium
Share member or the awthorized representative and to_all
other parties,

D. Filing 3 grievance. If an expedited hearing of a denial is not
requested or if an existing service is not requested to be con-
tinued, the Premiom Share member may file a_grievance
according to A.A.C. R9-22-804. The parties to the srievance
shall be notified of the hearing date according to A A.C. RS-
22-801(F).

E. Responsibilities of the PSA or contractor. The PSA or a con-

tractor shall provide the current level of an existing service

during the appeal process. if an appeal and request to_con-

tinue services are timely filed as specified in subsection (A)

by.the Premium Share member or the authorized representa-

live,

Previously authorized service, If a Premium Share member’s

primary care provider orders a service that has been previ-
ously authorized for the Premium Share member, the PSA or

a contractor may issue a written denial according to R9-30-
1302, if the PSA or a contractor considers the request new
and independent of any previous authorization. I the Pre-
mium Share member’s primary care provider asserts that the
requested service ot freatment is merely a necessary continy-
ation of the previous authorization. and the Premium Share
member challenges the denial on this basis, then the service
will be continued pending appeal, unless the parties reach
some other agreement or the PSA or contractor believes the
primary _care provider’s request endangers the Premium
Share member. The PSA or a contractor and the provider will
reserve any dispute over reimbutsernent until a later date
when the provider submits a claim,

G. Responsibility of a Premium Share member. A Premium
Share member whose service is continued during an appeal
process shall be financially liable for the service received if

the decision to reduce, suspend, or terminate the Premium
Share member’s service is upheld by the Director.

H. General provisions. All parties shall adhere to the require-

ments specified in AAC, R9-22-801(A) through (E) and
subsections {G) through (M).

R2.30-808. Maintenance of Records
The party providing notice shall ensure that written records are

maintained that writfen notification was given to the Premium
Share member, including the date it was provided.

R9.30-809. Member Handhook

A_contractor_shail furnish_each Premium Share member with a
handbook that clearly explaing the Premium Share member’s richt
to file a grievance or appeal concerning anv action that affects the

Premium Share member’s receipt of medical services, as specified
in confract.

=
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NOTICE OF PROPOSED RULEMAKING

TITLE 20. COMMERCE, BANKING, AND INSURANCE

CHAPTER 5. THE INDUSTRIAL COMMISSION OF ARIZONA

EREAMBLE
1. Sections Affected Rulemaking Action
Article 7 New Article
R20-5-701 New Section
R20-5-702 New Section
R20-5-703 New Section
R20-5-704 New Section
R20-3-705 New Section
R20-5-706 New Section
R20G-3-707 New Section
R20-5-708 New Section
R20-5-709 New Section
R20-5-710 New Section
R20-3-711 New Section
R20-3-712 New Section
R20-5-713 New Section
R20-5-714 New Section
R20-5-715 New Section
R2G-5-716 New Section
R20-5-717 New Section
R20-5-718 New Section
R20-5-719 New Section
R20-5-720 New Section
R20-5-721 New Section
R20-5.722 New Section
R20-5-723 New Section
R20-5-724 New Section
R20-5-725 " New Section
R20-5-726 _ New Section
R20-5-727 New Section
R20-5-728 New Section
R20-5-729 New Section
R20-5-730 New Section
R20-5-731 New Section
R20-5-732 New Section
R20-5-733 New Section
R20-5-734 New Section
R20-5-735 New Section
R20-5-736 New Section
R20-5-737 New Section
R20-5-738 New Section
R20-5-739 New Section

2. The specific authority for the rulemaking. including both _the authorizing statute {general) and the statutes the rules are
implementing (specific):
Authorizing Statute: AR.S. § 23-961.01

Implementing Statute: AR.S. §§ 23-961 and 23-961.01
3. The name and address of agency personnel with whom persons may communicate regarding the rulemaking;

Name: Douglas R, Newton, Division of Administration
Address: “Industrial Commissicn of Arizona
800 West Washington
Phoenix, Arizona 85007
Telephone: (602) 542-5380
Fax: (602) 542-3070
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4. An explanation of the rule, including the agency’s reason for initiating the rule;
" In 1997, the Arizona Legislature enacted A.R.S. § 23-961.01 which permits 2 or more employers, who meet the criteria of § 23-
" 961.01, to form workers’ compensation pools. Workers® compensation pools organized under § 23-961.01 may apply to the
+ Industrial Commission of Arizona for authority to self-insure for workers’ compensation, Section G of A.R.S. § 23-961.01 spe-
cifically directs the Industrial Commission to promulgate rules to safeguard the solvency of organized pools under §23-961.01
and to guarantee that injured workers receive benefits as required under the Arizona Workers’ Compensation Act. The Legisla-
ture mandated that the rules include matters pertaining to classification and rating, loss reserves, investments, financial security,
minimum and combined premiums, combined net worth, specific and aggregate excess insurance, pool homogeneity, and
assessments necessaty for participation in and administration of the workers” compensation system.

In response to A.R.S. § 23-961.01, the Industrial Commission proposes to adopt Article 7 to 20 A.A.C. 5, Article 7 includes the
following new Sections addressing each of the matters specificaily listed in A.R.S. § 23-961.01 and are for the purpose of safe-

guarding the solvency of the pools and guaranteeing that injured workers receive benefits as required under the Arizona Work-
ers’ Compensation Act:

Section 701 lists definitions applicable to Article 7;
Section 702 states how time shall be computed under Article 7;
Section 703 lists the forms the Industrial Commission shall require a pool to use;

Section 704 states the general rule that Industrial Commission approval is required before a workers’ compensation pool may
act as a self-insured employer for workers® compensation;

Section 705 states the length of time a certificate of authority is valid upon approval of an initial or renewal application to self-
insure;

Section 706 states the time-frames for processing initial and renewal applications for authority to self-insure for workers’ com-
pensation;

Section 707 lists the requirements for a complete initial application for authorization to self-insure;
Section 708 lists the requirements for a complete renewal application for authority to self-insure;
Section 709 states the combined net worth required for the members of a pool.

Section 710 lists the criteria the Industrial Commission shall use to determine whether members of a workers’ compensation
pool belong to similar industries as required by A R.S. § 23-961.01;

Section 711 interprets the phrase “joint and several liability” and states the language which shall be included in the joint and
several liability clause required under A.R.S. § 23-961.01;

Section 712 requires a pool obtain and maintain a fidelity policy. This Section also lists the persons required to be covered by
the policy, the minimum amount of coverage required under the policy, and the requirement to provide the Industrial Commis-
sion proof of fidelity coverage;

Section 713 requires a pool to obtain and maintain a guaranty bond and describes the procedure to determine the amount of the
bond. This Section also describes who has authority to issue a guaranty bond, the duration of the bond, what the Industrial Com-
mission will accept in lieu of a guaranty bond, and the documents required as proof of compliance with this Section;

Section 714 describes the requirements for filing securities with the Arizona State Treasurer and the Industrial Commission’s
authority with respect to the securities;

Section 715 states the requirements for obtaining and maintaining specific and aggregate excess insurance. This Section also
includes minimum policy and retention amounts, payments that shall be applied to retention amounts, and cancellation and non-
renewal requirements;

Section 716 states the rates, code classifications, and the penalty rate that may be used by a pool;

Section 717 states requirements pertaining to premiums charged by a pool, the formulas a pool shall use to calculate premiums
and experience modification rates for its members, the schedule required for payment of premiums, and the discounts and
refunds permitted;

Section 718 lists the requirernents for a financial statement including the frequency of the statement, the contents of the state-

ment, who may prepare the statement, the reports required to accompany the statement, and when the statement is required to be
filed with the Industrial Commission;

Section 719 states the requirements applicable to a board of trustees, including minimum duties and responsibilities of the
board, delegation of duties, and prohibitions;

Section 720 lists prohibitions of an administrator and provisions relating to disclosure of actual or perceived financial or
employment interests of an administrator; :

Section 721 describes the procedure for admission of employers into a workers compensation pool and includes the process
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under which a pool may obtain authority from the Industrial Commission to admit members to a pool without prior Industrial
Commission approval;

Section 722 describes circumstances and procedure under which membership in a pool may be terminated or canceled;
Section 723 states the requirements for a trustee fund and a loss fund;
Section 724 states the restrictions on investments activities of a pool;

Section 723 lists the requirements applicable to a service company, including qualifications of a service company, language
required in a contract between a service company and pool, and requirements applicable to the transfer of ¢laims processing
from 1 service company to another;

Section 726 describes the procedure under which a pool may apply to the Industriai Commission for authority to process the
workers’ compensation claims of the pool’s members. This Section also includes claims processing requirements applicable to a
pool;

Section 727 describes the requirements for loss control and underwriting programs of pool;

Section 728 describes the procedures to be followed when a pool has insufficient assets or funds, incleding the requirements of
a plan of abatement;

Section 729 lists the requirement that a pool maintain an office in Arizona, recordkeeping requirements and records subiect to
review by the Industrial Commission;

Section 730 describes the circumstances under which the Industrial Commission may request additional financial records from a
pool or order an independent examination of records;

Section 731 describes the liability of members of a pool upon assignment of workers’ compensation claims to the State Com-
pensation Fund under AR.S. § 23-966 due to bankruptcy or inability of a pool to process and pay workers’ compensation
claims;

Section 732 describes the procedure for calculation and payment of taxes under AR.S. § 23-961 and A.R.S. § 23-1065;
Section 733 describes the review process of initial and renewal applications for authority to self-insure by the Division;

Section 734 describes the process by which the Industrial Commission issues a decision on an initial or renewal application to
self-insure;

Section 735 describes the right to request a hearing after an administrative decision is issued by the Commission and when the
request shall be filed;

Section 736 describes hearing rights and procedures;
Section 737 describes the process by which the Industrial Commission issues a decision upon hearing;

Section 738 describes the right to request review of an Industrial Commission decision upon hearing and when the request shail
be filed; and

Section 739 describes the causes and procedure for revocation of authority to seli-insure,

5. Ashowing of good cause why the rule is necessary to promote stafewide interest if the rule will diminish a previgus grant of
authority of a political subdivision of this state:

The proposed rule additions do not diminish a previous grant of authority of a political subdivision of this state.

6. The preliminary summary of the economic, small business, and consumer impact;
In 1997, the Arizona Legislature added AR.S. § 23-961.01 which permits 2 or more employers meeting the criteria set forth in
AR.S. § 23-961.01 to enter into contracts to establish workers® compensation pools to provide for the payment and administra-
tion of workers’ compensation claims. The proposed rules implement A.R.S. § 23-961.01. The overall economic impact of the
proposed rulemaking is positive in that the proposed rules are designed to safeguard the solvency of pools organized under
ARS. § 23-961.01 and to ensure that injured workers receive the benefits to which they are entitled under the Arizona Work-
ers’ Compensation Act.

The proposed rulemaking favorably impacts employers who are members of trade associations, 3rd-party service companies,
and persons or entities that are hired as administrators for the pools. In Arizona, there are approximately 160 existing associa-
tions comprising an unknown number of employers. There are approximately 100 3rd-party service companies. Tt is not known
how many associations will take advantage of the option afforded by A.R.S. § 23-061.01.

In discussions with other states who have experience with self-insured pools, the states have explained that while there are ini-
tial costs to organize a pool, members of a pool can experience savings in the 1st year of operation and thereafter if financial
safeguards, acceptable loss control and underwriting programs, and guidelines for proper claims administration and regulatory
oversight are established, These savings result from a pool having less overhead costs and greater contro} in processing and
administering workers’ compensation claims, than with a workers” compensation insurance carrier. As a result of the proposed
rulemaking, it is believed that pools will be able to effectively and efficiently process and pay workers® compensation claims.
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On the average, it is expected that members of a new pool will save approximately 5-9% in premium costs in the 1st year. Mem-
bers of an established pool have the patential to save 12% in premium costs.

The impact of the proposed rulemaking on 3rd-party service companies and administrators is believed to be positive. The rule-

making does not negatively affect the increase in business that such companies and persons are likely to experience as a result of
the enactment of A.R.S. § 23-961.01.

if trade associations take advantage of the option afforded by A.R.S. § 23-961.01, it is likely that workers’ compensation insur-
ance companies will experience a decline in business. The impact, however, is due to enactment of the statute, not the proposed
rulemaking. The proposed rulemaking does not apply to workers’ compensation insurance carriers. Therefore, there is no direct
impact to workers’ compensation carriers as & result of the proposed rulemaking, Likewise, the proposed rulemaking requires
workers” compensation pools to process and pay workers’ compensation claims as required under the Arizona Workers’ Com-
pensation Act. In this regard, the proposed rulemaking requires from a pool, that which is required of a workers” compensation
insurance carrier. Therefore, there is no indirect impact to workers” compensation carriers as a result of the proposed rulemak-
ing.

Political subdivisions are not affected by the proposed rulemaking because the proposed rules do not cover political subdivi-
sions and these entities already have the authority to form pools to self-insure for workers’ compensation.

It is expected that the Industrial Commission will experience an impact as a result of the proposed rulemaking, The Industrial
Commission has asked for additional personnel through the appropriations process to handle the expected increase in workload.
The Industrial Commission will incur costs associated with the rulemaking process.

7.  The name and address of acency personnel with whom persons mav communicate regarding the accuracy of the economic
small business, and consumer impact statement;
Name: Douglas R. Newton, Division of Administration
Address: Industriat Commission of Arizona
800 West Washington Street, Suite 303
Phoenix, Arizona 85007
Telephone: (602) 542-5380
Fax: (602) 542-3070
8. The time, place. and _nature of the proceedings for the adoption, amendment, or repeal of the rule or, if no proceeding is
scheduled. where, when, and how persons may request an oral proceeding on the proposed rule;
Date: May 21, 1998
Time: 9:30 am.
L.ocation: Industrial Commission of Arizona, 1st Floor Auditorium
800 West Washington Street
Phoenix, Arizona 85007
Nature: Oral and written comments will be accepted on or before the date set forth in this paragraph.
9. Any other matters prescribed by statufe that are applicable fo the specific rule or class of rules:
None.
10. Incorporation by reference and their location in the rules:
None.
11. The full text of the rules follows:
TITLE 20. COMMERCE, BANKING, AND INSURANCE
CHAPTER 5. THE INDUSTRIAL COMMISSION OF ARIZONA
ARTICLE 7. SELF-INSHRANCE REQUIREMENTS FOR Application for Authority to Self-Insure
WORKERS’ COMPENSATION POOLS ORGANIZED R20-5-707.  Filing Requirements for Initial Application for
UNDER A.R.S. §23-961.01 Self-Insurance Licenge
. R20-5-708.  Filing Requirgments for Renewal Application for
Section N Self-Insurance License
R20-3-701. E_J_gf_'m_tgm_n.s ' R20-5-709. Combined Net Worth
R20-5-702, Q,g.mmuw__;mgﬁmhm_c R20-5-710.  Similar Industry Requirement
R20-5-703.  Forms Prescribed by the Commission R20-5-711.  Joint and Severs] Liability of Members
R20-5-704. Regnirement for Commission Approval to Act as R20-5-712.  Fidelitv Policy
Self-Insurer R20-3-713. QGuaranty Bond :
R20-5-705.  Duration of Certificate of Approval R20-5-714.  Securities deposited with the Arizona State Trea-
R20-5-706. Time-frames for Processing Initial and Renewal surer
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R20-5-715.  Aggregate and Specific Excess Insurance Policies “Current ratio” means a numerical relationship that reflects
R20-5-716.  Rates and Code Classifications; Penalty Rate an ability to pay current obligations and is calenlated by
R20-5-717. Gross Annual Premium of Pool: Calenlation and dividing current agsets by current liabilities.
Payment of Workers’ Compensation Premiums; “Debt status ratio” means a numerical relationship that
Discounts: Refunds reflects the proportion of funds supplied internally rela-
R20-5-718.  Financial Statements tive to the funds supplied by creditors and is calculated
R20-5-719. Board of Trustees by dividing net worth by total liabilities.
R20-5-720. Administrator: Prohibitions: Disclosure of Interest —Division™ means the Administration Division of the Indus-
R20-5-721.  Admission of Emplovers into an Existing Workers’ trial Commission of Arizona. .
Compensation Pool “Excess insurance carrier” means an insurance carrier autho-
R20-5-722.  Termination by a Member in a Pool: Cancellation rized by the Arizona Department of Insurance to issue
of Membership by a Pool: Final Accounting policies of excess insurance coverage and casualty
R20-5-723. Trustee Fund: Loss Fund insurance coverage to a self-insured.
R20-5-724. Iuvestment Activity of a Pool CExperience modification rate” means a _ratio comparing
R20-5-725. Service Companies: Oualifications: Contracts: actual losses to expected losses based on a formula
) Transfer of Claims determined by an approved rating organization and 3
R20-5.726.  Processing of Workers’ Compensation Claims by a .., Jears of loss information. - ,
Pool Fman_c]al ratmg_org.amzatlon means g nationally recog.
R20-5-7127 LH oms“s Control and Underwriting Pro s nized organization such as Standard & Poor’s or
Bebowlol. LOSS LONWO alicd RGCIWITENG I'TosTams s Py
R20-5-728. Insufficient Assets or Funds of a Pool: Plans of wEicmondy;s thal. evaluates ““dhm‘esls“'t‘;]““tfs'. fom th
Abatement: Notice of Bankruptey Wﬁﬁ%&"ﬁ*ﬁw
) - - e . effective date of authority to seli-insyre,
B20-5-729. ‘%??:égfﬁce Recordkesping; Records Available “Loss fond” means an account from which money is used to
P . . e pay all workers’ compensation expenses including cur-
B20-5-730. i?lﬁgnle;.ﬁﬁg;;‘;faﬁ:ingtﬁ dlfgongiﬁﬁgssx]m" rent and contingent liabilities of 2 worker’s compensa-
Y ; :
" : t | fa pool.
R20-5-731. Assignment of Claims Under ARS. § 23-966: “Mer;ggf; i;rn;a(:tsaanozlm lover described in ARS. § 23-
gg:_: ation of Member to Reimburse the Commis- 961.01 that has joined with other employers to form a
: pool,
R20-3-732, g;lggilazgg ing ga 2;“;‘(;’55“’“33 under AR.S. “NCCI” means the National Council on Compensation Insur-
- el - ance,
R20-3-733. i""t’i“""f 01: Igitligl_ and I;er:;:w?)l‘ !fu?ngcations for “Pool” means a workers’ compensation group organized
Authority to Self-insure by the Division under ARS. § 23.961.01.
R20-5-734, Decasﬂwq by the Commt:ssmn on Iqatlal or Renewal “Profitability ratio” means a numerical relationship that re
Applications for Authority to Scif—msurg resents the return on assets and the efficiency of assets
R20-5-735. Ri hF to Rf: uest a Hearin and is calculated by dividing profit before taxes by total
R20-5-736.  Hearing Rights and Procedures assets, multiplied by 100,
R20-3-737.  Decision Upon Hearing by Commission “Quick ratio” means a numerical relationship that represents
R20-5-738.  Request for Review _ the degree to which liabilities are covered bv the most
R20-3-739.  Revocation of Authority to Self-Insure liquid current assets and is calculated by dividing cash

ARTICLE 7. SEEF-INSURANCE REQUIREMENTS FOR
WORKERS’ COMPENSATION POOLS ORGANIZED

R20-5-703.

UNDER A.R.S. § 23-961.61

Definitions.

In addition to the definitions provided in A.R.S. § 23-901. the fol-
lowing definitions apply to this Article:

1

‘Administrator” means an individual or oreanization chosen

~LLAGIMNSITALOr " MEANns an Maividual Or orgamzation chosen
by a Board to manage the daily operations of a nool.

“Applicant” means a worker compensation pool organized
under AR.S. § 23-961.01 that has filed an initial appli-
cation for anthority to setf-insure,

‘Board of trustees” or “board” means 2 body of individnals

~2oard 01 TUSees  of " boara  means a body of 1Nc1viduats
that manage all operations of a worker compensation
pool.

0

‘Cash flow ratio” means a numerical relationship that reflec

~A80 TIOW ratlo. means a pumerical relationship that reflects

an_ability o _meet current financial obligations out of
cash flow and is calculated by dividing fonds received
from aperation current liabilities,

and eguivalents, plus trade receivables, by current Habil-

“Rate’” means an assignment of a ¢ode classification based on
risk as established by a rating organization and approved
by the Arizona Department of Insurance.

“Rating organization™ means an entity that meets the require-
ments of A.R.S. § 20-363(F) and is approved by the Ari-
zona Department of Insurance to establish rates, codes,
and formulas ysed_fo calculate worker compensation
premiums.

“Service company” means an_entity or organization that is
contracted by a pool to receive, process, and pay work-
ers” compensation claims for a pool.

“Trustee fund” means an_acoount into which premiums,
investment proceeds, and other revenues are deposited
and are used to cover all administrative or_operational
expenses of a pool.

“Working capital ratio” means a numerical relationship that
measures the sufficiency of working capital to support

“Certificate of authority” means a dogument issued by the sales and is calculated by dividine working capital by

Commission granting a pool authority to be self-insured sales.
for purposes of workers® compengation. R20-5-702. Computation of Time

&

‘Claint’” means a worker compensation claim, A. In computing any period of time prescribed or aflowed by

¢ this Article, the Commission shal] not inglude the day of the

‘Code classification” means a number assisned by an
approved rating organization that classifies emplovees. act or gvent from which the period of time beging to run, The
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Commission shall include the last day of the period computed
unless it is a Saturday. Sunday. or lepal holiday in which

event the period shali run until the end of the next day that is
not a Saturday. Sunday, or legal holidav. When the period of

time prescribed or allowed is less than 11 days, the Commis-
sion shall exclude infermediate Saturdays, Sundays, and legal
holidays in the computation of time.

B. Except as otherwise provided by law, the Commission may
extend time limits prescribed by this Article for good cause.

R20-5-103. Forms Prescribed by the Commission
The following formg are available upon request from the Commis-
sion and contain requests for the information listed in each subsec-
tion,

1. Initial Application for Authority to Self-Insure;
Name of the pool;
Address and telephone number of the pool’s princi-
paloffice;
Effective date of formation of the pool:
Name and address of each member of the pool:
Two digit stangard industrial classification code for
each member of the pool;
Name and address of the industry, trade, or profes-
gional organization to which members of the pool
belong;
g. Effective date of formation of the industry, trade.
or professional organization to which members of
the pool belong:
Type. of business in which members are engaged
and length of time in business for each member;
Explanation of how businesses of members are the
same or similar;
Amount of workers’ compensation insurance pre-
minms paid by each member in the preceding year;
Names and addresses of the board of trustees:
Name, address, and telephone mumber of the
administrator appointed by the board of trustees:
Name, address. and telephone number of the ser-
vice company, if applicable:
Names, titles. addresses, and telephone numbers of
the persons in charge of the foss control and under-
writing programs.
Premium tax plan selection;
Authorized stenature and fitle;
Statement that afl information and assertions con-
tained in the application and the documents accom-
panying the application are factuaily correct and
true: and

. Date of execution,
2. Renewal Application;

[ = R =

h

=

=

ol

B

S

a. Name of the pool;

b.  Address and telephone number of the pool’s princi-
pel office;

g. Name and address of each member of the pool and
the effective date of membership;

d. Renewat date of the pool;

e.  Effective date of initial authority to self-insure;

f.  Totel pumber of member emplovees covered by the
pool;

g Total pavrall of the pool for the last figcal vear;

h. Name, address, and telephone number of the
administrator:

i. Name, address, and telephone number of the ser-
vice company, if applicable:
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Name, address, and telephone number of the excess

insurance carrier;

Name and_address of the companies providing
guaranty bond and fidelity policy:
Name_and_address of individuals serving on the
board of trustees;

Names. titles. addresses, and telephone numbers of
persons in charge of Jogs control and nnderwriting
programs;

Aunthorized signature and title;

Statement that all information and assertions con-
tained in_the renewal application and the docuo-
ments_accompanying the renewal application are

factuelly gorrect and true; and
Date of execution.

L.
Self-Insurance Guaranty Bond Form:

=5 [© |7 P

i<

f

Pool identification;

Names of fidelity and surety insurance companies:

Description of the bond, including the amount and
conditions of the bond obligations and liability of
SUFGE!',

Statement regarding the responsibility for fees and
costs associated with the collection of the bond and
the responsibility for pavment of any award or
judgment against the surety;

Authorized signatures and titles by pool, surety,

and agent: and
Date of execution.

QOption Election Form:
a

b2

o

Calculation and selection of type of guaranty bond
and securities;

Description_of incurred lisbility and anticipated
future liability (compensation and medical) on ail
open cages for the preceding 4 vears and the current
year;

Authorized signature and title;

Statement that all information and assertions con-
tained_in the form are factnally correct and true:
apd

Date of execution.

Self-Insured Payroll Report:

e

= o

Description_of the payroll (classification codes.
methods and types of pay);

Amount paid in the preceding calendar year,
Authorized signature and title;

Statement that all information and assertions con-
tained in the report are factually correct and frue;
and

Date of execution.

Self-Insured Medical Report:

o jor

e

Description of costs relating to industrial injuries;
Reingurance premiums paid;

Total expenditures for workers’ compensation and
occupational disease claims;

Authorized signature and title;

Statement that all information and assertions cop-
tained in the report are factually correct and true:
and

Date of execution,

Self-Insured Injury Report;

]

Description of specific information for the current

year and 3 preceding years for each injury requir-
ing payment in excess of $5000 which includes

aconmulated amount paid and reserved or each
claim in excess of $5.000:
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Bescription of combined injuries for the current
vear and 3 preceding years if individual injury
required pavment of less than $5.000:

Anthorized signature, title, and telephone number;
Statement that 2l information and assertions con«
tained in the report are factually correct and tue;
and

Date of execution.

Quarterly Tax Payment Form:

a. Name and address of the pool;

b. Description and calculation of the guarterly tax and
designation of the applicable quarter;

Amount of annual tax paid in the previous calendar
year: amount of the quarterty tax paid adjusted for
change in the tax rate;

Description and calculation of the penalty due:

Authorized signature, title and telephone number;
Statement that all information and asgertions con-

tained in the form are factually comrect and true;
and

g. DBate of execution,

Application to Add Members to Self-insured Pool;

2. Name of the pool and name of each member to. be
added to the pool, including if applicable,
addresses, corporation. subsidiary, partnership. and
trust information:

b. Nature and vears in business of the members to be
added:

History of business in_Arizona and elsewhere for
each member to be added:

Payroll data for each member to be added:

Work force data for each member to be added:
Financial data for each member to be added:
Insurance data for each member to be added;

Two digit standard industrial classification code for
each member of the paok;

Workers’ compensation claims, loss and perfor-
mance history for each member to be added:;
Anthorization by resolution approving addition of
each new member:

L
k. Authorized signature and title:
1. Statement that all information and assertions con-

tained in the application are factually correct and
true; and

m. Date of execution,
10 Not:ce Confirming Addition of Member to Pool:
Name of the paok
Name and address of the new member;
Effective date of membership;

Rate and code classification to be applied to new
member:

Standard industrial class:f‘ cation code for new

member;

Anthorized signature and title;

Statement that all information and assertions con-

tzined in the notice are factually correct and true:

and

Date of execution.

11, ot:ce of Termination of Membership:

Pool identification:

Effactive date of termination;

Name and address of the member to be terminated

identified as foliows:

L. All_names and addresses of every location
used by the member:

oL

e
L

[

e

o
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ii. Ifthe member is a parinership, the names and
addresses of all the partners;

ili. Ifthe member is a corporation doing business
upnder a number of divisions, the notice shall

state the names of al} the divisions of the cor-
poration: and

iv. Ifamember changes names, both the new and
former names.

Authorized signature, title and telephone number:

Statement that all information and assertions con-

tained in the notice are factually correct and true;
and

Date of execution.

R20-5-704. Requirement for Commission Approval to Act
as Self-Insurer

No pool has authority to act as a self-insurer under AR.S. §§ 23-
961 and 23-961.01 unless the pool receives and maintains a cerfif-
icate of authority from the Commission.

R20-5-705. Duration of Certificate of Approval

Except as provided in this subsection, a certificate of approval is
valid for 1 fiscal year. The Commission may renew the certificate
on an annual basis upon application by _a pool. If 2 pool files 2
timely and complete renewal application under this Asticle, the
Commission shall consider the existing certificate of authority
yalid, subject to compliance with AR.S. § 23-901 et seq. and this
Article, vntil 3 new certificate of authority is issued or an order of
the Commission refusing to renew becomes final,

R20-5-706. Time-frames for Processing Initial and Renewal
Application for Anthority to Self:Insure
A. Administrative completeness review,

1. Initial application. The Division shall review an initial
application for authority to self-insure within 20 davs of
receipt of the application to determine if the application
containg the information required by A.R.S. § 23-961.01
and this Article, The Division shall inform an applicant
by_written_notice_whether the application is deemed
complete or deficient within the time-frame provided in
this subsection, The Division shall deem the application
withdrawn if an applicant fails to file a complete appli-
cation within 45 days of being notified by the Division
that its application is incomplete or deficient.

Renewal application. The Division shall review a
renewal application for authority to self-insure within 20
days of receipt of the application to determine if the
application contains the information required by AR.S.
§.23-961.01 and this Article. The Division shall inform
2_pool by written notice whether the anplication is
deemed, complete or deficient within the time-fiame
provided in this subsection. The Division shall deem; the
application withdrawn if a pool fails to file a complete
application within 45 days of being notified by the Divi-
sion that its application is incomplete or deficient,
except that failure to file the financial and actuarial
reports required under R20-5-708(C) shall not cause the
Division to deem_the application withdrawn_ if a pool
files the financial and actuarial reports with the Division
within 120 days after the end of the pool’s fiscal vear,
B. Substantive review.

1. Imitial_application. Within 70 days after the Division
deems an initial application complete, the Commission
shall determine whether an initial application for author-
ity to selfuinsure meets the substantive criteria of A R.S.
§.23-961.01 and this Article and shall issue an order

graanting or denving authority to self-insure,
Volume 4, Issue #16
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Renewal appligation. Withip 40 days after the Division
deems a renewal application complete, fhe Commission

and will take to lower the member’s experience modifi-
cation rate;

shall determine whether a renewal application for 11. Original, signed fidelity policy. or a certified copy. that
authority to self-insure meets the substantive criteria of megts the requirements of R20.5-712;
AR.S. 8 23-961,01 and this Article and shall issue an 12. Original, signed guaranty bond. securities, or lefter of
order granting or denying authority to self-insyre, credit that meets the requirements of R20-5.713;

C. Overall review. 13. Completed and signed Option Election Form and Self-

1. Initial application. The overall review period shall be 90 Insurance Bond Form;
days. unless extended under AR.S. § 41:1072 et seq. 14. Copy of excess insurance policies issued by an autho-

2. Renewal application. The overall review period shali be rized carrier that meets the requirements of R20-3-713;
60 days. uniess extended under A.R.S. § 41-1072 et seq. 15. Copy of the sipned agreement or conmtract of hire

hetween a board and the administrator of the pool;
R20-5-707.  Filing Requirements for Initial Application for 16. Designation of a service company and a copy of the
Self-Insurance License signed agreement between the service company and
A, Initial application for authorization to self-insure. pool that meets the requirements of R20-5-725 or a writ-

1. An application for authority to self-insure shall be com- ten statement from the pool requesting authorization to
pleted on forms approved by the Commission. process claims in-house with supporting documentation

2. An application for authority to self-insure shall be filed required under R20.5-726:
with the Division, An application is considered filed 17. List of all rates by code classification to be used by the
when it is received at the office of the Division. pool to caleulate premiums;

3. An application shall be typewritten or written in ink in 18. Statement showing how premiums shail be calculated
legible text, for members;

4, The adminjstrator of a pool shall sign the application, 19. Detailed description of the underwriting program
The signature of the administrator shall be notarized. required ynder R20-5-727;

5. The administrator shall verify, in writing, that the infors 20, Feasibility study by a member of the American Acad-
mation contained in and submitted with the application emy of Actuaries (MAA) or a Fellow of the Casualty
is trye and coprect. Actuarial Societv (FCAS) that documents on a pro

B. The Commission shall deem an initial application for author- forma, basis the rate structure to set premium levels to
ity to seif-insure complete if an applicant rovides_the fol- cover potential losses and expenses of the pool: and
lowing information with the initial application: 21. A schedule showing for each member net workers” com-

1. A copy. of the confract re uired under ARS, § 23- MQMW
961.01 establishing the pool; gxperience modification rates for the 3 preceding vears.

& ‘Wﬁf L of ‘;‘:a;ﬁgdes f incorporation establishing the  pog 5708,  Filing Requirements for Renewal Application

3. A copy of the trust agreement establishing the pool, if for Self-Insurance License

= licable: A, A self-insured pool seeking repewal of an authority to self-
appicanic, th 1 ino th . £ ih insure for worker compensation insurance shall file a renewal

4 W\W&Fw application 30 days before the existing certificate of authority
nool; L. . o -, expires. A pool shall maintain all bonds, policies, and con-

5. An original, signed application to join the pool from tracts required under this Article while a decision is pending
mmmalfﬂ_ﬁ@ﬁm from the Commission on a renewal application. The Com-
join the pool; . mission shall deem a renewal application withdrawn if 2 pool

8. WMMW{WM fails o maintain all bonds, policies, and contracts required
membership in the pool: under this Article,

7. Acertified copy of an aydited financial statementoran g, A renewal application shall meet the following requirempents:
internalty reviewed and signed financial statement for 1. An application for renewal of authority to self-insure
each member for the most current and prior 2 years that, " shall be completed on a form approved by the Commis-
considered collectively, demonstrate that the combined sion:
WMM 2. An application for renewal of authority to self-insure
cation is not less then §1.000.000; shall be filed with the Division. An application is con-

8. Preparation of the following financial ratios of each sidered filed when it is received at the office of the Divi-
a. Cash flow ratio; 3, An application shall be typewritten or written in ink in
b. Currentratio; legible text:

c. Debt status ratio; 4, The administrator of a pool shall sien the application.
d.  Profitability ratio; The signature of the administrator shall be notarized:
¢. Quickratio: and and

£ Working capital ratio. 5. The administrator shall verify. in writing, that the infor-

9. Detailed description of the loss control _program mation contained in and submitted with the application
required_under R20-5-727. inclnding a description of is true and correct.
training programs gnd safety requirements implemented C, A self-insured pool shall providg the following information at
or to be implemented; the time the poo! files a rengwal application:

10, Written statement from each member with an_experi- 1. Updated, completed and signed Option Election Form;
ence modification rate greater than 1.10 describing the 2. Continuation certificate_for the guaranty bond or letter
canses of the member’s experience modification rate of credit signed by an authorized representative of the
and outlining remedial measures the member has taken surety or bank in an amount equal to the amount set
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R26-5-709.
A pool shall ensure that the combined net worth of its members is
at least 1 million dollars at the time the pool files an initial applica.
tion for apthority to selfinsure,

R20-3-710,
The Commission shall consider the following in determining

whether 2 or more emplovers meet the similar industry reguire-
ment of AR.S. § 23-961.01:

April 17, 1998
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forth in the updated Option Flection Form and that

meets the requirements of R20-5-713;

Confirmation of an excess jnsurance policies issued bv 2

authorized carrier that meets the requirements of R20-5-

s

Copy of signed service contract that meets the require.

ments of R20-5-725 designating an approved service

company or written statement from the pool requesting

authorization to process claims in house that meets the

requirements of R20-5-726;

Continuation certificate for the fidelity policy that meets

the requirements of R20-5-712;

Statement of any change made in the rates and code

classifications utilized by the pool to calenlate workers

compensation preminms;

Statement of any chanee in the caleulation method of a

premivm to each member,

Staternent describing the administrative expenses and

losses expressed in a dollar amount and as a percentage

of the total preminms written by the pool in the preced-

ing fiscal year;

9. Copyv of the cumrent confract or agreement of hire
between the pool and administrator; and

10. Copy of the cumrent delegation asreement between the
board of trustees and administrator, if applicable. under
R20-5-719%C).

No later than 120 days after the end of a pool’s fiscal vear, a

pool shall file with the Division a copy of the pool’s most

recent andited annual financial statement and a copy of the

pool’s most recent actuarial review of losses, reserves. and

incurred but not reported claims, for all known claims,

The Commission shall deem a renewal application complete

when a pool provides the information required under subsec-

tionsCand D.

A pool that fails to file a renewal application shall provide the

Commissior: proof of workers’ compensation coverage for

cach of its members by an insurance carrier authorized by the

Arizona Department of Insurance to write workers’ compen-

sation insurance in_Arizona no later than 10 davs after the

pool’s certificate of authority expires.

A pool that has filed a renewal application that the Commis-

sion has deemed withdrawn shall provide proof of workers’

compensation coverage for each of its members by an _insur-
ange carrier authorized by the Arizona Department of Insur-
ange to write workers’ compensation insurance in Arizona no
later than 10 days after the date the Commission deems the
application withdrawn.

load

>
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Combined Net Worth

fmilar Industry Requirement

1. Two-digit standard industrial classification code estab-
lished by the 1987 Standard Industrial Classification
Manual assiened to an emplover applying for member.
ship in the pool; and

2. Other information describing or concerning the business
of an emplover applying for membership in the pool.
The Commisgion mayv solicit additional written or oral
information from a pool or others to assist the Commis-

sion_in determining whether 2 or more emplovers are
engaged in a similar industry.

R20-5-711. Joint and Severa] Liability of Members
A. The joint and several lisbilify provision described under

E.

R20-5-712.

A,

B.

Page 919

ARS. §23-961.01(E) shall inclyde the following meaning:

1. Liahility of members. Bach member is liable for its own
industrial ciaims or losses incurred during the member’s
poot does not pay the claims or losses, A member’s lia-
bility for its own claims or losses continues for the life
of the claims and continues notwithstanding the pool’s
inability to process or pay the member’s claimg or
losses. Failure of the pool to comply with the provisions
of the Arizona Workers’ Compensation Act relating to
payment and processing of claims shall result in the

assignment of the claims to the State Compensation
Fund under AR.S. § 23-966 and shall not relieve a

member of Hability for its own losses or ¢laims, In the
event that claims are assigned to the State Compensation
Fund under A.R.S. § 23.966, the Industrial Commission
shall have a right of reimbursement against the member
for the amount paid by the State Compensation Fund for
the member’s own claims and losses, including costs,
necessary expenses and reasonable attornev’s fees, to
the extent that such claims and losses are not covered by
the pool’s bonds or assets.

2. Liability of a pool. The pool shall pay af] claims for
which each member incurs liability during each mem-
ber’s period of membership. The pool shall defend, in
the name of and on behalf of any member, any action or
other proceeding which may arise or be instituted
against a member as a result of injury or death covered

by the Arizona Workers’ Compensation Act and accom-
panying rufes. The pool shall pay all legal costs and all

expenses incurred for investipation, negotiation or
defense related to such action or proceeding. The pool
shall also pay all judements or awards, all interest due
and accruing after a judgment.
The joint and several liability clause required under AR S. §
23-961.01 to be included in each agreement or contract to
establish a pool shall include the language set forth in subsec-
tion {AY(1) and (A)2).
The joint and several Hability clause required under AR.S. §
23-961 01(E} applies to any agreement used to form a pool
on a cooperative or coniract basis, through a joint formation
of a nonprofit_corporation, or by the execution of a trust
agreement.
A_pool shall ensure that all members read, understand, and
agree. in writing, to the joint and several clause required
under AR.S. § 23.961.01 and described in subsection A,
Faflurg to comply with the requirements of AR.S. § 23-
961.01(E)_and this Section is cause for revocation of the

Fidelity Policy

A pool shall obtain and maintain during all periods of seif-

insurance a fidelity policy to protect the pool from unjawfil

actions of the following:

1. Individuais appointed to the pool’s board of trustees,
individually and collectively;

2. Administrator of the pool: and

3. Emplovees of the pool.

The amount of the fidelity policy described in subsection A

shall be at Jeast $1 million and sufficient to protect members

of the pool from damages resulting from misrepresentation or
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misuse of any moneys or securities owned, controlled. or
managed by the board, administrator or employees of the
pool.

C. The poot shall provide the Commission proof of the fidelity
policy ag required under R20-5-707 and R20-5-708.

R20-5.713, Guaranty Bond

A. A pool shall obtain and mpaintain during all perieds of self
insurance a guaranty bond equal to the greater of either the
following:
1. 125% of the total outstanding accrued lisbility ag

reflected in the option election form described in sub-
section B: or
2. $200.000
B. A.pool shall complete and sign an option election form when
an initial or renewal application is filed to determine the
amount of the bond or securities reaunired to cover the pool’s
losses. A pool shall ensure that the information contained in
the ontion election form is in agreement with_the data pro-
vided in the actuarial report, A guaranty bond or continyation
certificate for the guarantee bond shall be in the amount
established in the option election form.
A guaranty bond or continuation certificate for the guarantee
bond filed with the Commission shall bear the effective date
of the certificate_of authority under which the pool is autho-
rized to act setf-insured and shall be valid for 2 period of 1
vear, subject to annual renewal that shall be in the amount
established in the option elestion form filed with a renewal
appligation.
A guaranty bond or continuation certificate for the puarantee
bond shall be issued by an insurance garrier authorized by the
Arizona Department of Insurance to transact fidelity and
surety ingurance in Arizona. The guaranty bond and continu-
ation certificate shall be executed by a duly authorized agent
of a surety, as evidenced by a certified power of attormey, and
gountersigned by a licensed resident agent.
In lieu of posting a guaranty bond, 3 pool may either depasit
with the Commission for transmittal to the Arizona State
Treasurer, honds of the United States or other securities, The
amount of the bond or securities shall bear a face value equal
to the requirements of subsections A and B.
E. Inlieu of posting g guaranty bond, a pool may obtain a letter
of credit. The amount of the letter of credit shall be equal to
the requirements of subsgctions A and B,
G. The Commission shall not accept certificates of deposit in
lieu of a guaranty bond, securities, or letter of credit,

R20-5-714.

Treasurer

A. Any securities deposited with Arizona State Treasurer under
R20-5-713(E) shall be registered as follows: “The Industrial
Commission of Arizona, in trust for the fulfiliment by {(name
of pool), of (name of pool’s) obligations under the Arizona
Workers” Compensation Agt.”

B. The securities shall be held by the State Treasurer, as custo-

dian._subject to the order of and in trust for, the Industrial
Commission of Arizona,

C. The Commission shall have the following powers with regard
to securitigs held by the State Treasurer;
To collect or order the collection of the securities as they

I

=

Ie=

Securities deposited with the Arizona Stafe

=

of a _pool’s obligations under the Arizona Workers’
Compensation Act.
D. The Commission shall remit, upon request from 3 pool that
has deposited securities for transpittal to the State Treasurer,
interest coupons on securities as they mature.

R20-5-715. Aggregate and Specific_Excess Insurance Poli-

cies

o

A pool shall maintain aggregate and specific excess insur:
ance policies during all periods of self-insurance.

The Commission shall not consider policies of aggregate and
specific excess insurance when determining a pool’s ability
to fulfill its financial obligations under the Arizona Workers’
Compensation Act. unless the policies are issued by a casu-
alty insurance compeny authorized by the Arizona Depart-
ment of Insurance to frangact business in Arizona,

A _person seeking to cancel or refuse renewal of ageregate
and specific excess insurance policies shall provide 90 days
written notice of the proposed cancelation or non-renewal to
the other party to the poligies and to the Commission. The
written notice shall be by registered or certified mail. Failure
to, provide notice as reguired by thig Section_precludes can-
D. Policy and Retention Amounts,

1. Policy and retention amounts for specific and aggregate
gxcass insurance for a pool shall be as follows:

a. Maximum retention for specific excess instance
shall not exceed $230,000. Specific excess insur-
ance shall be provided to its statutery limit; and

b. Maximum retention of aggregate excess insurance
shall not_exceed 110% of collected premjums.
Total _pegregate insurance coverage shall not be
less than $5.000.000.

Aggregate and specific excess insurance policies shall

state that pavments of workers’ compensation benefits

on 2 claim made by a member employer, pool. or surety
under a bond or through the use of other approved secu-
rities shall be applied toward reaching the retention level

R20-5.716. Rates and Code Classifications; Penaity Rate

A. A poo! shall only use rates and code classifications obtained
from a rating organization approved by the Arizona Depart-
ment of Insurance. '

B. A pool may apply a penalty rate in excess of an annual pre-
mium to any member with an unfavorable loss experience,
provided the pool provides written notice to the member 30
days before the effective date of the change in rate.

R20-8-717.  Gross_Annual Premiuvm of Pool: Caleulation and
Payment _of Workers’ Compensation Premiums: Discounts;
Refunds

A. The gross annual workers’ compensation premium for a pool
shall be_sufficient to fund the adminisfrative expenses and
loss fund of the pool.

B. A pool shall calenlate a workers’ compensation premium and
gxpetience modification rate for a member based upon for-
mtlas determined by a rating organization approved by the
Arizona Depariment of Insurance for caleulation of premi-
ums and experience modification rates by a worker compen-
sation insurange carrier.

=

e
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become due; €. Each member shall pay 1o a pool the preminm due in equal

2. Tosell or order the sale of the securities, or any part of monthly or quarterly payments for the premium year, except

the securities; and that upon admission into a pool, a new member shall pay no

3, To apply or order the application of the proceeds of the later than 5 days after the effective date of membership not

sale of securities, to the pavment of any award rendered less than 25% of the annual premium calculated for the new

against the pool in the event of a default in the pavment member. The remaining premium due after a new member
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has advanced 25% of the annupal premium shall be paid in
equal monthly or quarterly pavments for the premium year. A
pool shall permit a member to pay a premium in advance of
the monthly or quarterly schedule,

Deviations from rates.

1. A pool shall not deviate from estahlished workers’ com-

pensation rates unless the pool complies with the fol-

vide its annuai financial staternent within 120 days after the
pool’s fiscal year ends,

R20-5-719, Board of Frustees
A. A pool shall be managed by 2 board of trustees consisting of

at feast 5 individuals elected for a stated term of office. At

least 2/3 of a board shall be from the membershin of the pool,

towing: B. Minimum duties and responsibilities of a board. In additicn
;‘W“:rgge deviation is based upon the expense and loss to_those duties and responsibilities provided by law, the
& W duties of a board shall inclhude:
EXperience o1 fie. pool, 1. Responsibility for all operations of a pool;
b. The dt?:;;‘i;‘i’;’i‘ s ":ﬁj and justified by an actu- 2. Ensuring compliance with this Article and the applica-
. momaﬁm required under ble provisions of the Arizona Workers’ Compensation
= wwp"'w'g"""_i"‘“‘—,—”‘“‘"“g"_“""“_‘ A(:t‘
;hESroii?;:g:??het]?)ivtii;ieonDMSIon and _receives 3. Hiring of an administrator to manage the daily opera-
approval lrom, e Livision. tions of a pool;
Z ?heagglzfﬁfggiei e;z‘;eatr?g ;i;zlzzogr‘iiﬁ: c(f)?:at:)or; 4, Reviewing and taking action_on applications for mem-
.S.h____p_________p,m_,_____&______pwgﬁ bership inte a pool:

£ Re ﬁ;;‘: 1; usch:efn? az;‘;;‘;e . r:‘;:z’;"z ; sfam{iu‘s one 5. Contfracting with a service company or seeking authori-

2= SulUNds. A POGi may declarc a refund Of Surplys money. zation from the Commission to process workers® com-
including excess investment income, to_its members under pensation clafms in-house:
the following conditions: L . 6, Determining the premium to be charged to a member:
L ;1;?!:::1?3 ?cl)r ;u;sr:a(lm w‘%"t‘fgggg 2’;_";5: ;r':!“';s‘; 7. Investing surplus moneys in compliance with this Arti

mem money, 1or a Nscal yeat  excess of the amount cle and other applicable taw:
ngcessa !to dfneet ?11 ﬁn_aric:al ?}’I’ ations for the fii:cal 8. Enacting procedures that limit disbursement of money
W to payment and expenses associated with_claims_pro-
inclriec. Dl NOL IEPOTIET clalms; cessing and administrative expenses necessary to con-
2. Total assets o a. ool are greater than total liabilities for duct the operations of the pool:
3 inaﬁ‘—f:—l‘i@%m i ¢ of the refund 9. Ensuring that the pool complies with statutory account-
2. A aciuary has approved the amount of the refund; ing principles (SAP} and provides accurate financial
4. ge : 01;:“ 01;;3(1;'{“%'513 ﬁ;ed i;ab‘lf of the pool at information to enable complete and accurate preparation
& tme the refund is declared: an £ i ial e
of financial reports;
3. The board sets a date for the refund that shall not be less 10. Maintaining all records and documents relating to the
than 12 months after the end of the fiscal vear in which formation and ongeing operations of the pool; and
the excess was reported. 11. Ensuring that accounts and records of the pool are

R20-5.718. Financial Statements audited as required under this Article.

A. A_pool shall ensure that a fipancial statement is nrepared Lo mg“*‘——-—*mmu——?ele; tion to fbo;lrd dtgt;es tohgg{?lglgw?tor. board del
apnually at the end of its fiscal vear by a certified public <. LXceplas OIETWISe Pronibited Dy law. a board may Cel:
accountant who has experience in auditing insurance carriers ggate to an administrator the duties the board determings

. " Droper.
or setf-insured pools. The financial staternent shali be accom- , i ..
anied by an actarial report reeardine reserves for claim 2. Delegation of duties from a board to an administrator
and_associated expenses. and claims incurred. but not shall be in Writing, A.copy of t_he,dele ation agreement
reported. shalll be_ rovided to the Commission with each renewal

B. A pool shall ensure that reported reserves in 2 financial state- b B gﬂpﬂ;i_g%?; A board or board trustes shall not
ment are established based on 110% of an actuary’s best esti- &= 20arG profiojtions. A boar or hoard trustee shall not com-
mate mit or perform the following acts:

C. A pool shall ensure that an actuarial opigion is rendered by an L Ex‘t (?nd credit to members for pa fmt of 2 premium;
actuary that is a member of the Academy of Actuaries 2. Lulize ong co%lcctet'i as_premiums for a purpose
(MAA) or a fellow of the Casualty Actuarial Society unauthorized by this Article:

(FCAS). 3 Bt_)rrow money. from 2 00l or in the name o_f a ool

D. A pool shall ensure that the pool’s annual financial statement :;f;‘::fmrg;éd!?l ";:f:ptg:tg:n?oatgc Commission of
described in subsection (A) is audited by a certified public LI NEBULE ANG.purpose of the loan; and
acoountant, whigh audit shall include: 4 A TOVE, admission info 2 pool an S loyer whq has 4
1. An evaluation and statement from the certified public negative net worth and whose admission would impair
e a*——_—_mm.‘———q-—m“mgﬂ_ccountant whether _invested surplus monev  was the ability of the pool to meet its financial obligation

“““—‘—““—"-""““W“—“——ﬂ———*&mimesw 4 in compliance with R20-5-724: under the Arizona Workers’ Compensation Act.
ARYESIEC 1 COMPHANGCE WILD K AU=D- 7247
2. A description of how the pool pperates: and R26-5.720. Administrator; _Prohibitions: Disclosure of
3. A statement whether the pool complied with statutes and Interest
rules governing seif-insured workers’ compensation A. Ap administrator of a pool shall not be 2 member of 2 board
pools as it relates to financial matters, of trustees of a workers” compensation paol,

E. Upon request by the Commission or within 120 days after a B. An administrator shall not commit any of the acts described
pool’s fiscal vear ends, a pool shall file its annual financial in R20-5-7119(1).
statement with the Commission, If a pool stops providing C. An administrator shall disclose to 2 board any actual or per-
caverage on gn ongoing basis or fails to file 2 renewal appli- ceived employment or financial interest that the administrator
gation for anthorization to seff-insure. then the pool shall pro- or administrator’s family has in any potential provider of ser-
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vices or insurance coverage to the pool. The administrator
shall disclose the interest before 2 contract or agreement is
rsached with the company or business providing the service
or coverage. If a pool has an existing gontract or agreement in
which a prospective administrator or administrator’s family
has an actual or perceived employment or financial interest,
the administrator shall disclose the interest before accepting a
position as administrator for the pool. It is the responsibility

of a board to identify for a prospective administrator current
praviders of services and coverage to the pool.

Admission of Emplovers into an Existing Work-

ers’ Compengsation Paol

A.

=

Volume 4, Issue #16

An_emplover that meets the requirements of AR.S. § 23-

961.01_and this Article that seeks to join an existing pool

shall submit an application for membership to the board of

trustees of the pool, or its designee. on a form approved by
the Commission,

Consideration of application by a board,

1. A board shall approve or deny admission in_the pool
according to the bylaws of the pool,

2. Upon approval of admission of an emplover by a board,
the board shall transmit the original application of the
employer and board resolution approving membership
to the Commission for consideration and approval.

Commission Approval.

1. Except as provided in subsection(C)(2), within 7 days

after receiving an emplover application described in
subsection (B)(2), the Division shall advise the pool
whether the employer application is deemed complete,
Within 45 days after receiving a_complete emplover
application deseribed in subsection (BR)(2), the Commis-
sion shall consider the application and shall approve the
admission of an emplover into a pool if each of the fol-
lowing requirements are met:

2. The emplover meets the requirements of AR.S. §

23-961.01 and this Article;

b. Admission of the emplover into the pool does not
impair the ability of the pool to meet the require-
ments of AR.S. § 23-961.01 and this Article:
Admission of the emplover into the pool does not
impair the ability of the pool to meets its financial

obligations under the Arizona Workers” Compen-
sation Act.

After 2 pool has completed I vear of operation. the pool

may_request Commission authorization to admit new

members without Commission approval. Within 30 days

after receiving such a request the Commission shall

consider and approve the request to add members to a

pool without Commission approval if the pool meets the

following:

2. The pool uses the similar industry requirement sat
forth. in R20-3-710 and provides a list or deserip-
tion of busingsses that the pool will consider as
being similar; and

b. The pool adopts as its own criteria for admission of
new _emplovers the criteria set forth in subsection
{1} and provides financial standards that the
pool_shall apply to emplovers seeking admission
into the pool. -

The Commission shall issue written findings and an

order either approving or denving admission of an

employer into a pool under subsection {C)(1) or approv-
ing _or denving authorization to add members without

Commission _approval _under subsection (CY2). The

Commission shall serve the findings and order upon the

I

ft~

[

D,

R20-5-722,

interested parties, The written findings and order is final
unless a party files a request for hearing with the
Administration Division within 10 days after the find-
ings and order is issued. Hearing rights and procedure
are governed by R20-5-736, R20-3-737, and R20-5-738.
Admission of an emplover under subsection (C)(2).
1. A _pool shall require an emplover applying for member-
ship in the pool to provide a financial report that is either
a certified audited financial statement or an internally
reviewed and signed financial statement certified by an
officer or representative of the business applying for
membership.
2. Ifapool approves admission of a new emplover into the
pool, the pool shall send written notice to the Commis-
sion, on a form approved by the Commission, within 10
davs and prior to the effective date of membership, con~
firming that the pool has admitted a new member,
In_addition to the notice required under subsection
(D)(2), the pool shall algo provide to the Commission,
the resolution approving membership and a copy of the
employer’s application for admission into the pool.

Termination by a Member in a Pool; Cancella-

iad

tion of Membership by a Pool: Final Accounting

A.

B.

I

R20-5-723.

A.
B

R20-5-724,

A member of a pool may terminate jts participation in the
pool or submit to cancellation by a pool under the bylaws of
the pool,

A_pool shell provide the Commission written notice of a
member’s intent to terminate or a pool’s intent to cancel a
member’s participation in the pool at least 30 days before the
termination or cancellation takes place on a form apnroved
by the Commission.

A pool shall provide a final accounting and settlement of the
obligations of or refunds to a terminated or canceled member
when all incurred claims are concluded, settled, or paid.

Trustee Fund; Loss Fund

A pool shall maintain a trustee fund and a loss fund.

Trustee fund.

1. All premiums and assessments chareed to members of a

pool shall be paid 1o the trustee fund which fund shall be
placed in a designated depository in Arizona.

A pool shall create a loss fund from the trustee fund.
A_pool_shall pay administrative expenses of the pool
from the trustee fund,

Money from the trustee fund shall be transferred to the
loss fund as needed 1o enable a paol to pay from the loss
fund cash needs related to liabilities imposed or arising
under the Arizona Workers’ Compensation Act,

Loss fund,

L. A pool shall place its loss fund in a designated deposi-
A _pool shall pay all workers’ compensation expenses
from the loss fund.

A loss fund shall be maintained at 2!l times by an autho-
rized service company or administrator charged with
processing and paying workers’ compensation claims.

A pool shall ensure that its loss fund is financially able
to gover current cash needs related to Habilities imposed

or arising under the Arizona Workers’ Compensation
Act,

(ol

i
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e

Investment Activity of a Pool

A _pool may invest surplus money not needed for immediate cash
needs under the following conditions: :
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1. Investments are limited to:

2. United States Govemment bonds:
April 17, 1998




Arizona Administrative Register

R20-5-728,

Notices of Proposed Rulemaking

United States Treasury notes:
Municipal and corporate bonds described under
subsections {A)(2), (A)3). and (AY4):
Certificates of deposit;
Savings accounts in state banks that are federally
insured: and
Common or preferred stock,

orporate and municipal bonds are restricted to the top
3 major investment grades as determined by 2 financial
rating services.
Not more than 5% of a cororate municipal bond portfo-
Ho is invested in any ! corporation or municipality.
Not more than 30% of the market value of a portfolio is
in corporate and municipal bonds,
Not more than 20% of the market value of an investment

portfolio is in common and preferred stocks.
Not more than 3% of a common and preferred stock

portfolic is invested in any 1 corporation.
Service Companies; Onalifications; Contracts;

[© =

e e

o g e [
ey I

&

Transfer of Claims

by a Pool
A. The Commission shali permit a pool to process its own work-

ers’_compensation claims if the pool provides information
and supporting dogumentation establishing the following:
1. The pool has gatisfactory facilities and equipment to

manage, process, and store its own workers’ compensa-
tion claims;

2. If otherwise required by law. a pool shall ensure that a
licensed claims adjuster processes all workers’ compen-
sation claims. If a licensed claims adiuster is not other-
wise required by law to process claims, then the pool
shall ensure that workers® compensation claims are pro-
cessed by persons with experience, training, and knowl.
edge of the following:

a. Processing of Arizona workers’ compensation
claims: and

b. Arizona Workers’ Compensation Act:

3. Pool personnel processing workers’ compensation
claims have aftended and completed training provided

by the Commission Claims Division.

A. A pool shall obtain the services of a service company to pro- ~ B: A pool shall pay and process workers’ compensation claims
cess the pool’s workers’ compensation claims unless the pool in compliance with the Arizona Workers’ Compensation Act
obtaing permission to process its own wotkers” compensation and accompanying rules.

B %ﬁw R20-5-727. Loss Contro! and Underwritine Proerams

sl Q‘W , . A, A pool shall maintain during all periods of selftinsurance a
1. A service company shall have satisfactory facilities and Toss control bro that includes. at a mimimom. written

. ioss control propram tnat includes, at 3 muimum, wriiten
equipment to manage, process, and store workers’ com- safety requirements and training programs for all employees
pensation glaims; of members

2. Ifotherwise re p:red b la\jv & SCIVICS COMpAn, shall B. A pool shall maintain during all periods of self-insurance an
ensure that o licensed claims adjuster processes all underwriting program that enables the pool to calculate and
workers’ compensation claims. If 2 licensed claims determine workers® compensation premiums due and to dis
adjuster is not otherwise required by law to process charge the pool’s responsibilities under the Arizona Workers®
claims, then the service company shall ensure that work- Compensation Act and this Article

i p laims are processed by persons with . . .
Z;S ;;?C:nﬁf;c ?m 4 knowledee of the follo v?i ,l C. A pool shall ensure those persons with education, experience,
= Processing of Arizona workers' compensation or fraining in loss controt administer its loss control progtam.
= claims: and D. A pool shall ensure those persons with education, experience,
b.  Arizona Worker’s Compensation Act, or ;‘nammg in underwriting administer its underwriting pro-
3. Service companv personnel processing workers’ com- sram. - . e R

ensation claims have attended and completed training E. A p(l}ol shal'i maintain satisfactory facrl{tzles and equipment to
provided by the Commission Claims Division. implement its loss control and underwriting programs.

€. Aservice company shall process and pay each worker’s Col=  R20-5-728. Insufficient Assets or Funds of 2 Pool; Plans of
pensation claim in compliance with the Arizona Workers Abatement: Notice of Bankruptey
t()?om gnsation ;'\Ct :nd ACCOMpanyIn r;le;. 'Al c(;mt;gg:t A. A pool shall immediately provide written notice to the Com-
MWMM mission if collected premiums and earned investment income
fequirement. . . for a fiscal vear are insufficient to pay benefits under the Ari-

B. Transfer of claims from 1 service company to another service zona Workers’ Compensation Act for all reported workers’
company, ¢ clgims & . compensation claims and expenses for the year, When a pool
L. The trensfer of claims from 1 service company to provides notice to the Commission of the deficiency, the pool

another service company shall be handled in an ordert shall also provide a written proposal to achieve 100% fund-
fashion that does not interfere with or interrupt the pro- ing which nroposal may include the followine:

p = ; ; g which prop y g
cessil .ofaworker S compensation c]aun.’ 1. Use of premiums collected in other fiscal vears, but not

2. A service compeny transferting a worker’s compensa- necessary for pavment of claims or expenses in the vear
tion claim shall communicate to the new service come- collected:
pany the historical claims processing activity associated 2, Lse of investment earnings associated with_other fiscal
with the worker’s compensation claim, and shall pro- = %mmm
vide an original or copy of every document required for m

£ . L3 - _,.,.,.g,m o '”.“mmmmwwlnow—d‘.———é-—.
continued processing of the worker’s compensation 3 Assessraent of members
claim. = mmm”‘h““ .

3. A pool shall immediately provide written notice to the B+ Lhe Comumission shall review the proposal submitted under
Industrial Commission Claims QiViSiOH of any transfer subgection A and 2pprove the QI'O;!OSB.E within 10 da!s if the
of 2 worker's compensation claim from 1 service com- Commission determines that the proposal will abate the defi-

anv to another. ciency. A poo] shall implement the plan no later than 30 days
banxtoanothel. after the date the Commission approves the plan and ghall

R20-5-726. Processing of Workers’ Compensation_Claims achieve 100% funding within 1 year afler the date the Com-
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mission _approves. the plan. Failure to implement the plan is
cause fot revocation under R20-5-739.
C. Ifasaresult of an audit or examination by eithera pool or the
Commission, it appears that the assets of a pool are insuffi-
cient to enable the pootl to discharge the pool’s responsibili-
ties under the Arizona Workers® Compensation Act and this
Article, the Commission shall notify the administrator and
the board of the deficiency and issue an order to abate the
deficiency.
The Commission has authority to_include in its order of
abatement issued under subsection (C) a provision that 2 pool
shall not add new members to the pool until the defigiency is
ahated.
Failure to comply with an order of abatement within 60 days
after the order is issued constitutes cauge for revocation under
R20-5-739.
A_pool shall provide immediate written notice to the Com-
mission of any hankruptey filing by the pool.

R20.5.729.  Arizona Office: Recordkeeping: Records Avail-
able for Review

A. A pool shall maintain an office in Arizona,

A pool shall ensure that all financial reports apd minutes are
signed by an anthorized representative of the pool.

A pool shall make board meeting minutes, reports or other
documents_goncerning payroll, audits, investments, experi-
ence rating, or other information concgrning the pool avail
able to the Commission upon request,

A pool shall retain records relating to the formation and opet-
ation of the pool. The pool’s current board shall know the
location of the records at all times.

Records of 3 pool are the property of the pool. Ifrecords of a
pool are in the control or custody of a 3rd party, the 3rd party
shall immediately surrender the records to 2 pool, upon
request by the pool,

R20-5-736. Order for Additienal Financial Information:
Examination of Accounts and Records by Commission

If the Commission guestions a pool’s financial ability to pay
workers’ compensation claims under the Arizong Workers’ Com-
pensation Act, the Commission may order the pool to provide
additional financial information from the pool’s auditor or may
order an independent financial examination of the pool,

R20-5-731.  Assignment of Claims Under A R.S. § 23-966;
Obligation of Member to Reimburse the Commission

The Commission shall assign all workers” compensation claims of
a.ponl to the State Compensation Fund under ARS §23-966in
the event that a pool files for bankruptey or & pool is unable to pro-
cess or pay benefits as required under the Arizona Workers’ Com-
pensation Act. In the event that the Commission assigns workers’
compensation claims to the State Compensation Fund under
AR.S. § 23966, the Commission shall have a right of reimburse-
ment against any member of a pool for the amount paid by the
State Compensation Fund for the member’s claims and losses,
inciuding reasonable administrative costs. to the extent that such
claims and losses are not covered by the pool’s bonds or assets.

R20-5-732. Calculation and Payment of Taxes under A.R.S.

§23-961 and A.R.S. § 23-1065.

A. Subject to subsection (B). the Commission _shali_determine
the taxes to be paid under A RS, § 23-961(G) and ARS. §
23-1065(A) by calculating 2 pool’s premiums using 1 of the
following insurance plans selected by 3 poal:

1. Fixed premium plan;
a. A plan in which peither losses nor incurred loss
reserves are used to calculate a premium;

I~
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b. A discount is allowed for premium size: and

¢. The taxable premium is calculated as follows: Pay-
rofl applicable rate - premium discount.

Guaranteed cost plan.

a, A plan that provides for a direct relationship. on an
annual basis, of the preminm for tax purposes and
the experience modification rate developed to
reflect the loss payments and incurred loss experi-
ence of an insured; and

b. The taxable premium is calculated as follows:
(Pavroll x applicable rate X experience modifica.
tion rate) - premium discount.

Retrospective plan;

2. A plan that provides for a relationship between the
premium for tax purposes, the experience modifi-
cation rate developed to reflect the loss payment
and incurred loss gxperience of an insured. and the
actuat ineurred losses for the tax year:

b.  Plan is calculated annually and premium is not sub-
ject to further adjustment during the tax year;

¢. The net taxable premium js caleulated as follows:
{payroll x applicable rate X experience modifica-
tion rate x basic premium factor) + (losses for cur-
rent yegr + adiusted lgsses for premium_year X
conversion factor) x tax multiptier: and
The net taxable premium is subject to a maximum
and minimum premiom level depending on which
1 of the 4 rating insurance option plans specified in
the rating svstem filed by the ratine organization i3
used by the State Compengation Fund under A.R.S.
Title 20. Chapter 2, Article 45
A _pool shall net select & retrogpective plan unless the pool
meets the following criteria:
1. The pool has an annual pet taxable premiym exceeding
$£100.000; and
The pool submits and calculates 4 years of data concern-
ing_paid loss determinations and incurred loss reserved
for each workers’ compensation claim which informa-
tion shall be used to_caleulate 2n experience modifica-
tion_factor for the pool. The oldest 3 years of data is
nsed to calculate the rate and the current year data is
used to caleylate the tax.

A pool shall submit to the Commission information required

on_the_following forms no later than February 15 of each

year;

1. Self-Insured Payroll Report; and

2. Self:Insured Injury Report.

Pavment of quarter]y tax.

The Commission shall calculate guarterly taxes owed

under ARS. § 23-961(H) or AR.S. § 23-1065(A) in |

of the following wavs;

2. 25% of the tax calculated for the previous year and
adiusted for changes in the tax rate, or

b. Calculation based on actual payroll and premivms
collected for each quarter.

A pool shall file a completed and signed Self-Insurers’

Quarterly Tax Payment Form with each quarterly tax

payment.

3. Quarterly payments are due April 30, July 31, October
31, and January 31, for the periods ending March 31.
June 31, September 30, and December 31, respectively.

4. OQuarterlv tax payments may be adjusted because of
changes in the annual tax rate.

After receipt of the information required under ARS. § 23

[l
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961 and this Article, the Commission shall determine the - =
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annual taxes owed by a pool. The Commission shall also
determine whether the pool has underpaid or overpaid the
annyal taxes required to be paid by the pool. If the guarterly
1ax pavments paid by & pool are less than the actual tax calcu-
lated for the vear, then the pool shall pay the difference on or
before March 31 of the calendar vear in which the taxes are
due. If a pool has overpaid its annual taxes. then the Commis-
sion shall refind the amount as described in ARS. § 23-
961(1). A pool shall pay to the Industrial Commission the
pool’s annual tax on or before March 31 hased on premiums
galeulated for the preceding calendar vear and adjusted for
guarterly taxes previously paid.

In addition to the penalty described ynder AR.S. § 23-961()),

failure to pay annual or quarterly taxes as required is cause
for revocation.

R20-5-733, Review of Initial and Renewal Applications for
Authority to Self-insure by the Division

A.

[

R20-5-734,

Upon the filing of 3 completed initial or renewal application
for authority to self-insure. the Division shall review the ini-
tial or renewal application to determine and verify whether
the information contained in and submitted with the initial or
renewzl application for authorization to self-insure is com-
plete and accurate. The Division shall also review the infor-
mation provided to determine the following:
1. Whether the pool has met the requirements of AR.S. §
23-961.01;
2.  Whether the pool has met the requirements of this Arti-
ele: and
Whether the pool has the ability to process and pav ben-
efits required under the Arizona Workers’ Compensa-
tion Act. A determination of a pool’s financial ability to
pay shall include a review of the ratios provided by each
member at the time of an initial application and review
of the following ratios for a pool at the time of renewal:
a. Total cash, receivables. and investments to total
assets: and
b. Total revenue to total expenditures for loss fund
and trustee fund.
The Division. shall present the findines of its review
described in subsection (A) to the Commission. The Division
shall also present its recommendations to the Commission
regarding an initial or renewal application.

Decision by the Commission on Initial or

[

Renewal Applications for Autherity to Self-insure

A,

=

C.

April 17, 1998

The Commission shall consider the following before granting
or denving an initial or renewal application to self-insure:
The information submitted by an applicant or pool,

The information and recommendations of the Division
and

The requirements of AR.S,
cle.

The Commission shall deny an application for authority to
self-insure if the Commission finds. 1 or more of the follow-
ing conditions:

An applicant or pool does not meet the requirements of
ARS. §23.961.01

2. An applicant or pool dogs not meet the requirements of
this Article, and

An applicant or pool is unable to process and pay bene-
fits required under the Arizona Workers’ Compensation
Act,

A decision of the Cornmission shall be made bv a majority

vote of the quorum of Commission members present when
the decision is rendered at 2 duly noticed public meeting. The

{2

[»

23-961.01 and this Arti-

I~

i

R24-5-735,

A,

=

C.

R20-5-736.

A,

B.

C.

D.
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Commission shall issue written findings and an order grant-
ing or denving authorization to self-insure,

The Division shall serve a copy of the Commission’s written
findings and order upon the applicant or pool within 10 days
of the date the Commission issues its findings and order.

If the Commission grants authorization to self-insure. then
the Division shall prepare a certificate of authority to selfs
insure. In the case of an initial application, the Commission
shall not issue the certificate of authority to self-insure until
the applicant deposits with the Commission the required

bonds or other securities prior to the effective date stated in
the certificate.

Right to Request a Hearing

An applicant and pool shall have 10 davs from the date the
Cominission serves the findines and order under R20-5-734
1o request a hearing.

A request for hearing shail comply with AR.S. §23-945 and
be signed by an authorized representative of the applicant or
pool_or the applicant’s or pool’s lepal representative. The
applicant or pool shall file the request for hearing with the
Division.

The Commission shall deem its findings and order final if a
request for hearing is not received by the Division within the
time specified in subsection (A).

Hearing Rights and Procedures

Burden of proof.

1. Except as provided in subsection (AY2), in all proceed-
ings arising out of this Article, the applicant or pool
shall have the burden of proof to establish that it has met
the requirements of AR.S. § 23-90] et seq. and this
Article.

2. In revocation hearings, the Commission shall have the
burden of proof to establish that the self-insured has
committed the acts deseribed in R20-5-739.

Roles of Chair and Chief Counsel.

1. The Chair of the Commission or designee shall preside
over hearings held under this Article. Except as other-
wise provided in this Section, the Chair shall apply the
provisions of AR.S. § 41-1062 to hearines held under
this Article and shall have the authority and power of 2
presiding officer as deseribed in AR.S § 41-1062.
the Commission in_hearings held before the Commis-
sion and upon direction of the Chair of the Commission
shall issue on behalf of the Commission 2lf notices and
subpoenas required under this Section. In the discretion
of the Chief Counsel, the Chief Counsel may assign an
attorney from the Legal Division of the Commission to
represent the Division,

Appearance by a party.

1. Except as otherwise provided by law, the parties may
appear on their own behalf or through counsel.

2. When an afforney appears or intends to appear before
the Commission, the attorney shall notify the Commis-
sion, in writing, of the attorney’s name, address, and
telephone number and the name and address of the per-
son on whose hehalf the attornev appears.

Filing and service.

1. For purposes.of this Section, a document is deemed filed
when the Commission receives the document. All docu-
ments required to be filed in this Section with the Com-
mission shall be served upon the Chief Counse] of the
Industrial Commission and upon all parties to the pro-
ceeding.
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2. Exceptas otherwise provided in AR.S. § 23-901 et seq,

ang this Article, service of all documents upon the Com-

mission, applicant or pool shall be by personal service
or by mail. Personal service includes delivery upon the

without Commission_approval shall be based ypon_the
grounds in R20-5-721 and shall be made by a majority vote
of the cuorum of Commission members present when the
decision is rendered at 2 duly noticed public meeting.

Commission or party. Service by mail includes every D, After a decision is rendered at 3 duly noticed public meeting,
type of service except personal service and is complete LEQ.Q_W.SjQ.QMiMEMIM
on meiling. _ which shall include findings of fact and conclusions of law.

E. Notice of hearing. separately stated.

1. The Commission shall give the parties at least 20 days K. Ammmmmwm
notice of hearing. requests review under R20-5-738 within 10 days from the
2. A notice of hearing shaill be in writing and mailed to the date the written decision is issued.
lagt known address of the applicant or pool as shown on .
the record’s of the Commission or upon the applicant’s ~ B20-5:738.  Request for Review Review . L
E"MM_—_—“”—”_""’"E—_'QP'“—‘ pool’s representative if a notice of appearance has = A: Aparty may request review of.a Comm:sszon_demsmn 1s§ued
been filed by & representative. under R20—5-7.37 by filing with the Commission a written
3. A—“"”‘*“—L"p"“““—*—'n otice of hearing shall comply with the requirements request fo;t review no late.:r than 10 days after the written deci-
= '“'“""“—"‘—g'“in ARS. §41-1 061@‘_—]. LR e requitements ston is majled to the parties.

FE. Bvidence. B. A request for review shall be bascfi upon 1 or more o_f the fol-

= T The civil rul es of evidence do not apply to hearines held lowing grounds which have materially affected the rishts of a
4 208GV RUes ol evidence do not apply to hearings held "

under this Section. barty: e . . .
2 A fy_may_make an opening and cloging statement 1. Irregulantt‘es m.the hearing p_.rocceclmgs or any. ordef' or
" with the permission of the Chair if the Chair determines abuse of discretion that deprives 3 party seeking review
that the statement will be helpful to a determination of of 2 fait hearing; .
the jssues. 2, Accident or surprise which could not have been pre-
3. All witnesses at a hearing shall testify under oath or yented by ordin rudence;
affirmation. 3. Newiy‘duscovered .matenai evidence that could not have
4. A party may present evidence and conduct cross-exami- been d:scoyered with reasonable diligence and produced
nation of witnesses. at the _heanng; N - )
3. Documentary evidence may be received into evidence 4.  Emorin the admission or rejection of evidence, or errors
" and shall be filed no later than 15 days before the date of _,,..._._____g_,.g.______gm“_____,______mgaofiaw oceurring at, or d“’i“. the course of, the hearing:
the hearing. Upon request or upon direction from the 3. Biasor prejudice of the Division or Commission: and
chair of the Commission, the Commission may issue a 6. The order, decision. or findings of fact are not justified
subpoena to the author of amy dochaiart Sheti poena to the author of any document submitted info by the evidence or are contrary to law,
evidence to appear and testify at the hearing C. A request for review shall state the specific facts and laws in
6. Upon written request by a party or upon direction from support of the request and shall specify the relief sought by
the chair of the Commission, the Commission may issue the request.
a subpoena requiring the attendance and testimony of s~ D. The Commission shall issue a decision Hpon review no later
witness whose testimony is material. A subpoena shall than 30 days after receiving 3 request for review.
be requested no later than 10 days before the date of the  E. The Cornmission’s decision upon_review is final unless an
hearing. applicant or pool seeks judicial review as provided in AR.S.
7. Upon written request by a party or upon direction from §23-946,
WWW%QMWW R20-5.739. Revocation of Authority to Self-Insure
WWW A. Inaddition to those specific grounds set forth in this Article,
”“‘“"_""“—“-—&m-—*——ﬁ-m——————-—w—m st by & shall contain a statem.ent explainin the following constitute grounds for revocation of authority
e . to self-insure for workers’ Compensation;
the general relevance, materiality, and reasonable partic- s > . . .
ularity of the documentary or other tangible evidence L Faaltfre L com_l with re diramen of this Article or
and the facts to be proven by them. app licable reauarement§ of Artlc_le 1of20 A_.A C.5:

G. Transcript of Proceedings. Hearings before the Commission Z “—‘_”"”“_M—W““—Eg—*w-——-—qw—#iagusm t§3 ;%T I wfth applicable_requirements of
shall be stenographically reported or mechanically recorded. AR.S.§23-901 et seq; > et se " . .

Any party desiring a copy of the transcript shall obtain a copy 3. Unless otherwise provided. f‘a;!t:re t‘.) c:omnlv with_an
from the court reporter, grder or award of the Commission within 30 days affer
SOt COUR TEPOTEr. the.order or award becomes final:

R20-5-737.  Decision Upon Hearing by Commission 4. An ipability to process and pay claims under the Ari-

A. A decision of the Commission to denv an initial or renewal zona Workers’ Compensation Act:
application shall be based upon the grounds in R20-5-734(R) 3. The failure of a pool to provide the Commission the
and shall be made by a majority vote of the quorum of Com- reports and taxes required under this Article: and
mission members present when the decision is rendered at a 6. The willful misstating of any material fact in an applica-
duly noticed public meeting, ton, report, or statement made to the Commission.

B. A decision of the Commission to_revoke authority to self- B. Upon receipt of information demonstrating that a pool has
insure shajl be based upon the grounds in R20-5-739 and committed an act described in subsection {A), the Division
shall be made by a majority vote of the quorum of ommis- shall conduct an investigation of the facts of the alleged mis-
glon members present when the decision is rendered at a duly conduct. If. upon completion of ity investigation. the Division
noticed public meeting. determines that there is sufficient evidence to warrant revoca-

C. A decision of the Commission fo deny admission of an tion of a pool’s authority to self-insure. then the Division
emplover into a pool or deny authorization to add members shall present it findings to the Commission.
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C. The Commission shall consider the findings and recommen-
dation of the Division before revoking a pool’s authority to
self-insure. E
D. The Commission shall revoke a pool’s authority to self-
insure if the Commission finds 1 or more of the grounds set G.
forth in subsection A. The Commission shall issue written
findings and an order revoking the authority to self-insure
and shall serve a copv. of the findings and order wpon the
pool.

E. A pool shall have 10 days from the date the Commission
serves the findings and order described in subsection D to
April 17, 1998 Page 927

request a hearing. The request for hearing shall comply with
the requirements of AR.S. § 23-945,

R20-5-736, R20-5-737, and R20-5-738 govern hearing rights
and procedures for revocation hearings,

A poot shall immediately inform each of its members, in
writing, of the Commission’s order of revocation.
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